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1.0 BACKGROUND ON CONTRACT DISCLOSURE REQUIREMENTS

Appendix A  is intended to provide background information on contract 
disclosure rules, their interpretation by the Interstate Commerce Commission, 
their regulatory evolution and their current status. This appendix is also 

intended to provide a timeline for the implementation of contract disclosure 

rules and a framework for interpreting the railroad market response to 

disclosure. The appendix underscores the fact that contract disclosure has 

been, from its legislated inception, highly controversial and subject to intense 

debate with regard to its interpretation. Indeed, Congress returned to the issue 

of grain contract disclosure six years after it mandated disclosure in the 

Staggers Act, to provide its o w n  legislated interpretation of disclosure 

requirements. The background information which follows is intended to inform 

and clarify the chapters in the final report. Those chapters deal with the impact 

of contract disclosure,

1.1 THE STAGGERS ACT AND THE EMERGENCE OF GRAIN CONTRACTING

T h e  p rin c ip a l im p e tu s  to  ra ilro a d  c o n tra c t in g  c a m e  a b o u t  w i th  th e  

p a s s a g e  o f th e  S ta g g e rs  R ail A c t  ( " A c t" )  in  1 9 8 0 .  A lth o u g h  th e  In te r s ta te  

C o m m e rc e  C o m m is s io n  ( IC C ) h a d  p e rm it te d  rail c o n tra c ts  p rio r to  th e  A c t ,  it  

w a s  n o t  u n til a f te r  th e  p a s s a g e  o f  th e  A c t  t h a t  ra ilro a d s  b e g a n  d e v e lo p in g  

c o m m e rc ia l p ro g ra m s  b a s e d  to  a  s ig n if ic a n t  d e g re e  on  c o n tra c t  c o m m itm e n ts .

In  1 9 8 1  a n d  1 9 8 2 ,  rail c o n tra c t in g  a c t iv i ty  in g ra in  m a r k e ts  b e g a n  to  

In c r e a s e  g ra d u a lly  fro m  a  m in im a l b a s e . G ra in  c o n tra c t in g  a c t iv i ty  in c re a s e d  

m a rk e d ly  in 1 9 8 3  an d  1 9 8 4  a n d  th e n  m o re  ra p id ly  in 1 9 8 5  a n d  1 9 8 6 .  

C o n tra c tin g  a c t iv ity  p e a k e d  in 1 9 8 7  a n d  fe ll o f f  ra p id ly  fro m  th is  h ig h  le v e l.

R a il c o n tra c t in g  a c t iv i ty  in th e  1 9 8 0 's  w a s  c le a r ly  tr ig g e re d  b y  th e  A c t .  

S e c t io n  2 0 8  o f th e  A c t  c la r i f ie d , fo r  th e  f ir s t  t im e ,  th e  c o n d itio n s  u n d e r  w h ic h  

ra il c a rr ie rs  a n d  p u rc h a s e rs  o f  ra il s e rv ic e  c o u ld  e n te r  in to  c o n t r a c ts .  K e y  

p ro v is io n s  o f S e c t io n  ,2 0 8  in c lu d e  th e  fo llo w in g :  1 ) A ll c o n tra c ts  m u s t  b e  f ile d  

w ith  t h e  IC C , a lo n g  w i th  a  s u m m a ry  o f  n o n -c o n fid e n t ia l in fo rm a t io n  w h ic h  

d e s c r ib e s  c o n tra c t  p ro v is io n s . 2 )  E s s e n tia l c o n tra c t  te rm s  m u s t  b e  p re s e n te d  

in  c o n tra c t  s u m m a ry  in t a r i f f  fo r m a t .  3 )  W it h  re g a rd  to  c h a lle n g e s  to  c o n tra c ts ,
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th e  A c t  d e te rm in e s  t h a t  t h e  In te r s ta te  C o m m e rc e  C o m m is s io n  c a n  in it ia te  a  

p ro c e e d in g  to  r e v ie w  a  c o n tra c t  e ith e r  on  its  o w n  in it ia t iv e  o r in  re s p o n s e  to  a  

c o m p la in t  f ile d  e ith e r  b y  a  s h ip p e r  or a  p o r t . 4 )  C o n tra c ts  c a n  b e  c h a lle n g e d  b y  

a  s h ip p e r , o n  th e  g ro u n d s  th a t  th e  c o m p la in in g  s h ip p e r  w o u ld  b e  in d iv id u a lly  

h a rm e d  b y  th e  c o n t r a c t  o r t h a t  th e  c o n tra c t  w o u ld  u n d u ly  im p a ir  th e  rail 

c a r r ie r ’s  a b il i ty  to  p ro v id e  c o m m o n  c a rr ie r  s e rv ic e  to  th e  s h ip p e r . 5 )  A  p o r t  c a n  

c h a lle n g e  a  c o n t r a c t  o n  th e  g ro u n d s  o f  " u n re a s o n a b le  d is c r im in a t io n " , b u t  n o t  

on  g ro u n d s  o f  im p a ir m e n t  o f  c o m m o n  c a rr ie r  s e rv ic e  a b ili ty . 6 )  In  th e  a re n a  o f  

a g r ic u ltu ra l c o m m o d it ie s  (in c lu d in g  fo re s t  p ro d u c ts  a n d  p a p e r)  s h ip p e rs  c a n  

c h a lle n g e  c o n tra c ts  o n  m u lt ip le  g ro u n d s , in c lu d in g ; a ) " U n re a s o n a b le  

d is c r im in a t io n " , if  th e  rail c a rr ie r  re fu s e s  to  e n te r  in to  a  s im ila r  c o n t r a c t  w i th  th e  

c o m p la in in g  s h ip p e r; b) Im p a irm e n t  o f  th e  rail c a r r ie r ’s  a b il i ty  to  p ro v id e  

c o m m o n  c a rr ie r  s e rv ic e  to  th e  s h ip p e r; a n d /o r  c ) D e s tru c t iv e  c o m p e t it iv e  

p ra c t ic e .

W it h  re g a rd  to  a p p ro v a l/d is a p p ro v a l o f  c o n tra c ts ,  th e  A c t  d e te rm in e s  

th a t :  1 ) If  th e  IC C  d o e s  n o t  in it ia te  a n  in v e s tig a tio n  w ith in  3 0  d a y s  a f te r  th e  

c o n tra c t  is f i le d , th e n  th e  c o n tra c t  w ill s ta n d  a p p ro v e d . 2 )  If  th e  IC C  d o e s  n o t  

d is a p p ro v e  th e  c o n t r a c t  w ith in  6 0  d a y s , a f te r  it is f i le d , th e n  th e  c o n tra c t  is 

a u to m a t ic a l ly  a p p ro v e d .

T h e  A c t  fu r th e r  m a n d a te d  th a t  th e  IC C  m u s t  e s ta b lis h  s p e c ia l ru le s , 

u n d e r  w h ic h  e s s e n tia l e le m e n ts  o f c o n tra c ts  w ill be  m a d e  a v a ila b le  to  th e  

g e n e ra l p u b lic . T h e  A c t  fu r th e r  re q u ire s  t h a t  th e  q u a n t ity  o f  e q u ip m e n t  t h a t  c a n  

b e  u tiliz e d  in c o n tra c ts  in v o lv in g  a g r ic u ltu ra l c o m m o d it ie s  s h a ll b e  lim ite d  to  

4 0 %  o f  th e  c a p a c ity  o f  a ra ilro a d 's  o w n e d  or le a s e d  e q u ip m e n t  f le e t .  T h e  4 0 %  

is to  be  d e te rm in e d  b y  m a jo r  c a r  ty p e . For la rg e r  a g r ic u ltu ra l s h ip p e rs  (th o s e  

w h o  o r ig in a te  1 0 0 0  o r m o re  c a rs ), n o t m o re  th a n  4 0 %  o f th e  c a r r ie r -o w n e d  or 

le a s e d  e q u ip m e n t  u s e d  b y  th a t  s h ip p e r , on  a n  a v e r a g e , o v e r  th e  p re v io u s  th re e  

y e a rs , c a n  b e  u s e d  fo r  a  c o n tra c t  b e tw e e n  th a t  s h ip p e r  a n d  th e  ra ilro a d , w i th o u t  

p rio r IC C  a p p ro v a l.
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1 .2  INTERSTATE COMMERCE COMMISSION'S INITIAL INTERPRETATION
AND IMPLEMENTATION OF SECTION 2 0 8  OF THE STAGGERS ACT

T h e  IC C  is s u e d  in te r im  ru le s  o n  O c to b e r  2 4 ,  1 9 8 0 ,  ( to  b e  e f fe c t iv e  

N o v e m b e r  5 ,  1 9 8 0 )  to  im p le m e n t  t h e  p ro v is io n s  o f  S e c t io n  2 0 8  o f  th e  A c t .  

S o m e  o f th e  k e y  is s u e s  a d d re s s e d  in  th e s e  ru le s  in v o lv e d  c o n t r a c t  d is c lo s u re .

T h e  IC C  in te rp re te d  th e  A c t 's  p ro v is io n s  re la t in g  to  d is c lo s u re  to  m e a n  

t h a t  c o n tra c t  s u m m a r ie s , b u t  n o t  th e  c o n t r a c ts  th e m s e lv e s , m u s t  be  m a d e  

a v a ila b le  to  th e  p u b lic  ( f ir s t - t ie r  d is c lo s u re ). In  o rd e r  to  g a in  a c c e s s  to  th e  

a c tu a l c o n tra c t  (s e c o n d -t ie r  d is c lo s u re ), th e  IC C  re q u ire d  a c o m p la in a n t  to  

d e m o n s tra te :  1 ) T h a t  th e  c o m p la in a n t  is lik e ly  to  s u c c e e d  o n  th e  m e r its  o f  th e ir  

c o m p la in t;  o r 2 )  T h a t  th e  m a t te r  c o m p la in e d  o f  c o u ld  n o t  b e  p ro v e n  w ith o u t  

a c c e s s  to  th e  c o m p le te  c o n tra c t .

T h e  IC C  re q u ire d  th e  fo llo w in g  in fo rm a t io n  to  b e  d is c lo s e d  in c o n tra c t  

s u m m a rie s : 1 ) N a m e s  o f ra ilro a d s  in v o lv e d ; 2 )  C o m m o d it ie s  in v o lv e d ; 3 )  

D u ra tio n  o f  c o n tra c t ;  4 )  M ile a g e  o f  m o v e m e n t  in v o lv e d ;  5 )  N u m b e r  o f  ra ilro a d  

c a rs  (o w n e d  o r le a s e d ) , b y  m a jo r  c a r  ty p e ,  u t iliz e d  in  th e  c o n tra c t ;  6 )  B a s e  ra te ;  

an d  7 )  E x is te n c e  o f (b u t  n o t  th e  te rm s  o f) s p e c ia l fe a tu r e s  in th e  c o n tra c t .

For c o n tra c ts  in v o lv in g  p o r ts , th e  C o m m is s io n  a ls o  re q u ire d  th e  

id e n t if ic a t io n  o f  th e  p o r t . For a g r ic u ltu ra l c o m m o d it ie s  ( in c lu d in g  fo re s t  

p ro d u c ts  a n d  p a p e r) , th e  IC C  re q u ire d  th e  id e n t i f ic a t io n  o f  o rig in  a n d  d e s t in a tio n  

s ta t io n s . In th is  p ro c e e d in g  th e  C o m m is s io n  d e f in e d  a g r ic u ltu ra l c o m m o d it ie s  

as  " u n m a n u fa c tu re d  a g r ic u ltu ra l p ro d u c ts " .

S in c e  th e  m a jo r  b a s is  fo r  a  c o m p la in t , in  m o s t  c a s e s , re q u ire d  th e  

c o m p la in a n t  to  p ro v e  t h a t  a  c o n tra c t  w o u ld  im p a ir  th e  ra i lro a d 's  a b ili ty  to  

p ro v id e  c o m m o n  c a rr ie r  s e rv ic e  to  th e  c o m p la in a n t , th e  IC C  in te rp re te d  th is  

a b ility  a s  re la tin g  p r im a r ily  to  th e  c a r r ie r 's  c a r  s u p p ly  a n d  th e  im p a c t  o f  c o n tra c t  

c o m m itm e n ts  on  a v a ila b le  s u p p ly .

O n  D e c e m b e r  2 9 ,  1 9 8 0 ,  th e  IC C  is s u e d  a  s e c o n d  o rd e r  w h ic h  s ta y e d  th e  

in te r im  ru le s  t h a t  b e c a m e  e f fe c t iv e  N o v e m b e r  5 ,  1 9 8 0 .  In  th e ir  p la c e  th e  

C o m m is s io n  is s u e d  a  n o t ic e  o f p ro p o s e d  ru le m a k in g , w h ic h  t r e a te d  th e  in te r im  

ru le s  a s  p ro p o s e d  ru le s , a n d  e x te n d in g  th e  d e a d lin e  fo r  c o m m e n ts  to  J a n u a ry  

8 ,  1 9 8 1 .

4



O n  O c to b e r  8 ,  1 9 8 2 ,  th e  IC C  is s u ed  f in a l ru le s  fo r  th e  f il in g  a n d  

a d ju d ic a t io n  o f  ra il c o n tra c ts . T h e s e  ru le s  b e c a m e  e f fe c t iv e  J a n u a ry  4 ,  1 9 8 3 .  

T h e  f in a l ru le s  m o d if ie d  th e  p ro p o s e d  ru le s , d is c u s s e d  a b o v e , in  th e  fo llo w in g  

m a jo r  r e s p e c ts :  1 ) T h e  n e w  ru les  m o d if ie d  th e  d e f in it io n  o f  th e  te rm

" c o n tra c t" :  a ) T o  in c lu d e  o n ly  c o n tra c ts  m a d e  p u rs u a n t to  S e c t io n  1 0 7 1 3  o f  

th e  A c t ;  a n d  b) T o  t r e a t  a n  a m e n d m e n t  to  a c o n t r a c t  a s  a n e w  c o n tra c t .  2 )  T h e  

c o m m is s io n  p e rm it te d  th e  r ig h t o f  a p p e a l b e fo re  th e  e f fe c t iv e  d a te  o f  th e  

c o n t r a c t ,  if  th e  o r ig in a l d e c is io n  w e r e  m a d e  b y  th e  S u s p e n s io n  B o a rd . T h e  

p ro p o s e d  ru le s  d id  n o t  p ro v id e  fo r  a n  a p p e a l. 3 )  T h e  c o m m is s io n  h a d  p ro p o s e d  

in its  p re lim in a ry  ru le s , th a t  o n ly  th e  o r ig in a tin g  ra ilro a d  c o u ld  f ile  a  c o n t r a c t  a n d  

c o n tra c t  s u m m a ry . T h e  f in a l ru le s  le f t  it  to  th e  c a rr ie rs  to  d e c id e  w h ic h  c a rr ie r  

w o u ld  is s u e  a n d  f ile  th e  c o n tra c t . 4 )  T h e  IC C  p re s c r ib e d  a  re v is e d  fo r m a t  fo r  

t i t le  p a g e s , a n d  a n e w  n u m b e rin g  s y s te m , b o th  fo r  th e  c o n t r a c t  a n d  c o n tra c t  

s u m m a r ie s .

T h e  m a jo r  s u b s ta n t iv e  c h a n g e s  in th e  f in a l ru le s  re la te d  to  th e  c o n te n ts  

a n d  fo r m a t  o f  th e  c o n tra c t  s u m m a ry . T h e  m o s t  s ig n if ic a n t  o f  th e s e  re la te d  to  

rail c a r  a v a ila b i l ity  a n d  to  a re d u c e d  in fo rm a tio n  r e q u ire m e n t  c o v e r in g  n o n -  

a g r ic u ltu ra l c o n t r a c ts .  T h e  m ile a g e  re p o rtin g  r e q u ire m e n t  in th e  p ro p o s e d  ru le s  

w a s  a ls o  d e le te d . For a g r ic u ltu ra l c o m m o d it ie s  ( in c lu d in g  fo r e s t  p ro d u c ts  a n d  

p a p e r ) , th is  r e q u ir e m e n t  w a s  re p la c e d  b y  o rig in  a n d  d e s t in a tio n  in fo rm a t io n  fo r  

all m o v e m e n ts  in c lu d e d  in a c o n tra c t .

T h e  n e w  ru le s  a ls o  e x p a n d e d  rail c a r  a v a ila b il ity  d a ta  re q u ire m e n ts . T h e  

n e w  r e q u ire m e n ts  in c lu d e d  th e  fo llo w in g : 1 ) U s e  o f  c a r  d a y s , in lieu  o f  c a rs ,  

a t  th e  c a r r ie r 's  o p t io n . 2 )  " A v a ila b le "  o w n e d  a n d  le a s e d  c a rs , a n d  th e  n u m b e r  

o f c a rs  t h a t  w ill  b e  u s ed  to  fu lfill th e  c o n tra c t ,  b y  c a r  ty p e .  3 )  R e q u ire m e n t fo r  

th e  c a r r ie r , if  a  c o m p la in t  is f ile d , to  im m e d ia te ly  fu rn is h  th e  IC C : a ) T o ta l  b ad  

o rd e r c a rs ; b) A s s ig n e d  c a r  o b lig a tio n s ; a n d  c ) F re e  ru n n in g  c a rs .

T h is  d a ta  w a s  in te n d e d  to  a s s is t th e  IC C  in its  d e te rm in a t io n  o f  th e  

a b ili ty  o f  in d iv id u a l c a rr ie rs  to  c o m p ly  w ith  its  c o m m o n  c a r r ie r  o b lig a tio n . C a r  

d a ta  c o u ld  b e  o m it te d  if: 1 ) T h e  s h ip p e r s u p p lie d  th e  c a rs ; o r 2 )  T h e  c o n tra c t  

w a s  fo r  s e rv ic e s  t h a t  d id  n o t e n ta il c a r  s u p p ly . For a g r ic u ltu ra l c o m m o d it ie s ,  

in a d d it io n  to  th e  b a s e  r a te , th e  IC C  re q u ire d  th e  fo llo w in g  d a ta :  1 ) M o v e m e n t
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ty p e  (e .g . ,  s in g le , m u lt ip le -c a r , u n it - t ra in );  a n d  2 )  M in im u m  a n n u a l v o lu m e .

1.3 EXEMPTION OF PAPER, WOOD PULP, WOOD CHIPS. AND PULPWOOD
(1983)

O n  J a n u a ry  1 4 ,  1 9 8 3 ,  th e  R ail S a fe ty  a n d  S e rv ic e  Im p r o v e m e n t  A c t  o f  

1 9 8 2  e x e m p te d  p a p e r , w o o d  p u lp , w o o d  c h ip s  a n d  p u lp w o o d  fro m  th e  

e q u ip m e n t  c o n tra c t  l im ita t io n s  a p p lic a b le  to  a g r ic u ltu ra l c o m m o d it ie s  u n d e r  th e  

S ta g g e rs  R ail A c t .  H o w e v e r ,  th e s e  lim ita t io n s  c o n tin u e d  to  a p p ly  to  o th e r  

fo r e s t  p ro d u c ts .

O n  M a y  2 6 ,  1 9 8 3 ,  th e  IC C  e x e m p te d  p a p e r , w o o d  p u lp , w o o d  c h ip s , 

a n d  p u lp w o o d  fro m  th e  e q u ip m e n t  lim ita t io n  p ro v is io n s  o f  th e  f in a l ru le s  is s u e d  

o n  O c to b e r  8 ,  1 9 8 2 ,  so  a s  t o  c o m p o r t  to  p ro v is io n s  o f  S e c t io n  5 0 2  o f  th e  R ail 

S a fe t y  an d  S e rv ic e  Im p r o v e m e n t  A c t  o f  1 9 8 2 .  O n  A u g u s t  1 5 , 1 9 8 3 ,  th e  IC C  

a m e n d e d  th e  re p o rtin g  r e q u ir e m e n t  fo r  c o n t r a c t  s u m m a r ie s , to  c o n fo rm  to  th e  

c h a n g e s  m a d e  on  M a y  2 6 ,  1 9 8 3 .

1.4 COMMISSION'S SUBSEQUENT INTERPRETATION OF SECTION 208

In  re s p o n s e  to  a  c o u r t  d e c is io n  in W a t e r  T r a n s p o r t  A s s o c i a t i o n  v .  I C C ,  

7 2 2  F. 2 d  1 0 2 5  (2 d  C ir . 1 9 8 3 ) ,  th e  IC C  re o p e n e d  th e  E x  P a r t e  3 8 7  p ro c e e d in g .  

T h e  c o m m is s io n  is s u e d  in te r im  ru le s  a n d  p ro c e d u re s  w h ic h  a p p ly  to  d is c o v e ry  

w h e n  a  p a r ty  w i th  s ta n d in g  to  c h a lle n g e  a  c o n tra c t  r e q u e s te d  s e c o n d a ry  

d is c lo s u re . T h e s e  c h a n g e s  w e r e  m a d e  e f fe c t iv e  J u ly  1 6 ,  1 9 8 4 .

T h e  c o u r t  c h a r a c te r iz e d  th e  d is c lo s u re  p ro c e d u re s  a s  a  tw o - t ie r e d  

p ro c e s s . T h e  f ir s t  t ie r  re fe r re d  to  th e  c o n tra c t  s u m m a r ie s  a v a ila b le  to  th e  

p u b lic . T h e  s e c o n d  t ie r  r e la te d  to  th e  p o te n t ia l d is c o v e ry  o f  th e  a c tu a l c o n tra c t  

te rm s . T h e  c o u r t  fo u n d  t h a t  th e  ru le s  re la t in g  to  s e c o n d -t ie r  d is c o v e ry  w e r e  to o  

re s tr ic t iv e . T o  c o n fo rm  to  th e  c o u r t 's  ru lin g , th e  IC C  d ro p p e d  th e  t w o  

c o n d itio n s  it h a d  e a r lie r  im p o s e d  fo r  a  s e c o n d -t ie r  d is c o v e ry , n a m e ly ,  th a t :  1 ) 

T h e  p e t it io n e r  m u s t d e m o n s tr a te  t h a t  it  h a d  a  lik e lih o o d  o f  s u c c e e d in g  o n  th e  

m e r its  o f  th e  c a s e ; a n d  2 )  th e  m a t te r  c o m p la in e d  o f  c o u ld  n o t  b e  p ro v e n  

w ith o u t  a c c e s s  to  a d d it io n a l c o n t r a c t  in fo rm a t io n . In s te a d , th e  IC C  re q u ire d  

t h a t ,  to  a c h ie v e  s e c o n d -t ie r  d is c lo s u re , a  p e t it io n e r  m u s t:  1 ) H a v e  s ta n d in g  to
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f i le  th e  c o m p la in t ;  2 )  Be a f fe c te d  b y  th e  c o n tra c t ;  a n d  3 )  D e m o n s tr a te  t h a t  

th e re  is  a  n e e d  fo r  a c c e s s  to  a d d itio n a l c o n tra c t  in fo rm a t io n  in  o rd e r  to  p e r fe c t  

th e  c o m p la in t .

T h e  IC C  a ls o  re q u ire d  th a t  b o th  th e  re q u e s t  fo r  d is c o v e ry  a n d  th e  

c o m p la in t  b e  f ile d  a t  th e  s a m e  t im e . T h e  c o m m is s io n  e s ta b lis h e d  th e  fo llo w in g  

s c h e d u le  fo r  a d m in is te r in g  c o n tra c t  c o m p la in ts . T h e  ta b le  b e lo w  re p re s e n ts  

d a y s  f ro m  th e  d a te  th e  c o n tra c t  s u m m a ry  a n d  c o n tra c t  a re  f ile d .

O n  A p r il 3 ,  1 9 8 6 ,  th e  IC C  issu ed  p ro p o s e d  ru le s  to  g o v e rn  ra il c o n t r a c t  

d is c lo s u re  fo r  t ra n s p o r ta t io n  o f r a w  g ra in s  a n d  s o y b e a n s . T h e s e  w e r e  ru le s  

jo in t ly  a g re e d  to  b y  th e  N a tio n a l G ra in  a n d  F e e d  A s s o c ia t io n  (N G F A ) a n d  th e  

A s s o c ia t io n  o f A m e r ic a n  R a ilro a d s  (A A R ) . T h e s e  ru le s  w e r e  d e s ig n e d  to  

a c h ie v e  s e v e ra l jo in t ly  b e n e fic ia l re s u lts , n a m e ly :  1 ) T o  m o d ify  rail c o n t r a c t  

d is c o v e ry , b y  in s t itu t in g  a " b r id g e "  p ro c e d u re  c a lle d  " in fo rm a l d is c lo s u re " . T h is  

p ro c e d u re  w a s  e x p e c te d  to  lead  to  m o re  c o n s tru c t iv e  d is c u s s io n s  b e tw e e n  th e  

c a rr ie r  a n d  th e  s h ip p e r , a n d  to  e lim in a te  th e  n e e d  fo r  IC C  in te rv e n t io n  (th ro u g h  

a fo rm a l c o m p la in t ) .  2 )  T o  m a k e  th e  c o n tra c t  s u m m a ry  in fo rm a t io n  m o re  

c o m p re h e n s iv e , to  e n a b le  th e  s h ip p e rs  to  d e te rm in e  w h e th e r  th e y  h a d  

re a s o n a b le  b a s is  fo r  a c o m p la in t . 3 )  T o  in s t itu te  n e w  p ro c e d u ra l r e q u ire m e n ts  

fo r  c o n t r a c t  d is c o v e ry  a n d  c o m p la in ts .

T h e  p ro p o s e d  ru le s  in c lu d e d  a  p ro c e s s  o f in fo rm a l d is c lo s u re , w h e r e b y  

a n y  s h ip p e r  o f  r a w  g ra in  or s o y b e a n s  w h o  m ig h t b e  a f fe c t e d  b y  th e  c o n t r a c t

E v e n t T o  Be C o m p le te d  B v

D is c o v e ry  re q u e s t  a n d  c o m p la in t  file d  

R e p lie s  to  d is c o v e ry  re q u e s t  a n d  c o m p la in t  

S u s p e n s io n  B o ard  t o  ru le  on  d is c o v e ry  re q u e s t  

A p p e a l ,  if  a n y , to  B o a rd 's  d e c is io n  

C o m m is s io n  ru le s  o n  B o a rd 's  d e c is io n  

A m e n d e d  c o m p la in t ,  if  d is c o v e ry  a p p ro v e d  

C a rr ie rs  re p ly

C o m m is s io n  a p p ro v e s /d is a p p ro v e s  c o n tra c t

1 8 t h  d a y  

2 3 r d  d a y  

2 6 t h  d a y  

2 8 t h  d a y  

3 0 t h  d a y  

3 5 t h  d a y  

4 0 t h  d a y  

6 0 t h  d a y
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w o u ld  b e  a llo w e d , u p o n  m a k in g  s u c h  a  s h o w in g  a n d  u p o n  in d ic a t io n  b y  th e  

c a r r ie r  t h a t  it  h ad  n o  o b je c t io n , to  o b ta in  fro m  th e  c a r r ie r  o r th e  IC C  th e  

fo llo w in g  e s s e n tia l te r m s , in c lu d e d  in th e  c o n tra c t :  1 ) T h e  a c tu a l m in im u m  

v o lu m e s , if  a n y ; 2 )  L in e -h a u l r a te  o r d is c o u n t , in c lu d in g  in c e n t iv e  ra te s  or  

d is c o u n ts ;  3 )  T im e  p e rio d s  fo r  fil lin g  th e  m in im u m  v o lu m e s , if  a n y ;  4 )  T r a n s i t  

p o in ts , if  a n y ; 5 )  S e rv ic e  c o m m itm e n ts ,  if  a n y ;  6 )  L iq u id a tio n  d a m a g e s  or 

p e n a lt ie s , if  a n y , fo r  n o n -p e r fo rm a n c e ;  a n d  7 )  A n y  o th e r  fe a tu r e s  - -  s u c h  a s  

th o s e  p e rta in in g  to  d e m u rra g e , p r iv a te  c a r  c o m p e n s a t io n , o r p a y m e n t  te r m s  --  

w h ic h  h a v e  a  b e a rin g  on  th e  v a lu e  o f  th e  c o n t r a c t  to  e ith e r  th e  s h ip p e r  o r th e  

c a rr ie r .

W h e n  a  c o n tro v e rs y  in v o lv in g  d is c o v e ry  or d is c lo s u re  c o u ld  n o t  be  

re s o lv e d , th e  s h ip p e r c o u ld  p e t it io n  th e  IC C  to  re q u ire  d is c lo s u re , a n d  th e  c a rr ie r  

h a d  th e  r ig h t to  re p ly . In a d d it io n  to  in fo rm a t io n  re q u ire d  u n d e r  c u r r e n t  ru le s , 

th e  s h ip p e r  p e tit io n  w o u ld  in c lu d e : 1) In fo rm a t io n  re g a rd in g  n e g o t ia t io n s  w i th  

th e  c a rr ie r ; 2 )  D a ta  s h o w in g  w illin g n e s s  to  a c c e p t  s im ila r  te rm s  a n d /o r  d a ta  t h a t  

th e  c o n t r a c t  c o n s t itu te s  a d e s tr u c t iv e  c o m p e t it iv e  p ra c t ic e ;  a n d  3 )  In fo rm a t io n  

s h o w in g  h o w  th e  p e t it io n e r  is a f fe c t e d  b y  th e  c o n t r a c t ,  in p a r t ic u la r  in fo rm a t io n  

w h ic h  e x p la in s  h o w  it  c a n  a c tu a lly /p o te n t ia l ly  c a u s e  in ju ry  to  th e  s h ip p e r .

T h e  c o n te n ts  o f th e  c o n t r a c t  s u m m a ry  re q u ire d  s p e c if ic  in fo rm a t io n  on  

c o m m o d it ie s  to  b e  tra n s p o r te d  a n d  o n  s p e c if ic  o rig in s  a n d  d e s t in a t io n s ,  

in c lu d in g  s p e c if ic a lly  p o rts .

1.5 SUBSEQUENT LEGISLATIVE INTERPRETATION: THE CONRAIL 
PRIVATIZATION ACT

O n  O c to b e r  2 1 ,  1 9 8 6 ,  C o n g re s s  e n a c te d  th e  O m n ib u s  B u d g e t  

R e c o n c ilia t io n  A c t  o f  1 9 8 6  (P u b lic  L a w  9 0 - 5 0 9 ) ,  w h ic h  in c lu d e d  th e  C o n ra il 

P r iv a t iz a t io n  A c t  ( th e  " C o n ra il B ill" ) . S e c t io n  4 0 5 1  o f  th is  A c t  m o d if ie d  th e  

ru le s  g o v e rn in g  d is c lo s u re  fo r  a g r ic u ltu ra l c o n tra c ts ,  b y  a m e n d in g  S e c t io n  

1 0 7 1 3  o f  th e  In te r s ta te  C o m m e r c e  A c t  its e lf .

W h e re a s  th e  e x is t in g  p ro v is io n  o f S e c t io n  1 0 7 1 3  d ire c te d  t h a t  "a  

s u m m a ry  o f th e  c o n tra c t  c o n ta in in g  s u c h  n o n c o n fid e n t ia l in fo rm a t io n  a s  th e  

C o m m is s io n  p re s c r ib e s "  s h a ll be  f ile d  w i th  th e  IC C , th e  re v is io n  to  th is  s e c t io n
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under the Conrail Bill identified additional and more specific information that had 

to be filed with the ICC in the contract summary, in tariff format. This 

information was to include: 1) Shipper identity; 2) Specific origins, transit 

points, destinations, and other shipper facilities; 3) Duration of the contract, 

including provisions for optional extension; 4) Actual volume requirements, if 

any; 5) Whether contract service began under the contract before the date such 

contract was filed with or approved by the ICC; and 6) The date on which the 

contract became applicable to the contract services.

The Conrail Act added several new requirements to first-tier disclosure:

1) shipper identity, 2) transit points, 3) contract duration and optional 

extension, 4) actual volume information, and 5) other shipper facilities 

requirements. The ICC was also directed to provide liberal discovery to 

shippers seeking remedies under this section. The Congress also directed that 

any amendment, supplement, or change to any of the items listed above, 

including extensions of a contract, should be treated as a new contract for filing 

purposes.

1.6 IN T E R S T A T E  C O M M E R C E  C O M M IS S IO N 'S  IN T E R P R E T A T IO N  A N D
IM P L E M E N T A T IO N  OF T H E  C O N R A IL  P R IV A T IZ A T IO N  A C T

The ICC issued interim rules on December 15, 1986, to be effective 

January 22, 1987, to implement the changes legislated by Congress in the 

Conrail Privatization Act of 1986. The ICC also incorporated into the interim 

rules the changes mandated by the 2nd Circuit Court in Water Transport Ass 'n 
v. ICC, 722 F. 2d 1025 (2d Cir. 1983) and in the AAR/NGFA proposal. 

Additionally, the ICC took all existing rules located in various sections of the 

CFR, and consolidated them into one sub-part of the CFR, Part 1313.

The new rules addressed several additional issues. The Conrail Act 

mandated specific disclosure of contract terms in the contract summary filed 

with the Commission. For example, even though the existing rules required 

disclosure of origins and destinations, in many cases vague language such as 

"all points" in a given state or region were still used. The new interim rules 

required disclosure of specific points, even if the contract itself included only
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broad territorial descriptions. Similarly, the interim rules required specific 

commodity descriptions in the summary, even if vague descriptions (such as 

"grain") were used in the contract.

The new rules also addressed the retroactive effectiveness of contracts. 

Under the new legislation, carriers were required to disclose whether rail service 

had commenced prior to summary filing or contract approval, and, if so, the 

date on which such service commenced. This was consistent with ICC's 

decisions in Ex Parte 387, Sub-200 and Sub-958, except that now this 

information had to be disclosed in the contract summary.

Further the ICC required the tariff provisions which would apply in the 

absence of the contract to be disclosed, rather than the actual rates and 

charges. In addition, all contract amendments, supplements, or changes were 

treated as new contracts, requiring the filing of new and complete contract 

summaries.

The ICC did not extend, in toto, the new first-tier disclosure for 

agricultural commodities to forest products and paper. Rather, the following 

requirements were made applicable to these later commodities: 1) Specific 

disclosure of origins and destinations; 2) Specific identification of commodities;

3) Base rate disclosure, as for agricultural commodities; 4) Disclosure whether 

rail service commenced prior to filing or approval, and, if so, the date on which 

such service commenced; and 5) Filing of complete summaries upon contract 

amendment. Rules relating to base rates, commodities, and disclosure of 

whether rail service was provided before filing or approval, was made applicable 

to port movements also.

The rulemaking also addressed several issues involving informal 

discovery. To avoid conflict with Section 1 of the Sherman Act, which 

prohibits agreements among firms to exchange price information, the ICC 

restricted the use of any material disclosed in the informal discovery process to 

proper regulatory purposes only. In its rulemaking, the Commission clarified 

that contracting parties, by mutual consent, could not abrogate Sherman Act 

Restrictions. Secondly, instead of leaving it to the good faith of the railroad 

involved, as recommended in the AAR/NGFA compromise, the ICC made
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informal disclosure mandatory. The ICC required release of underlying contract 

information upon a complaining shipper's showing, and a carrier's good faith 

determination, that such shipper is an "affected party". The standards for 

determining "affected party" were the same as for formal discovery.

The rulemaking also addressed issues regarding secondary disclosure. 

The ICC had issued interim rules for formal discovery in 1984, to comply with 

the Second Circuit Court's mandate. These rules, which remained in force, 

were clarified and revised in the 1986 rulemaking. The key changes reflected 

in the new rules affected the following areas:
<

Affected Party. In light of the Congressional mandate in the Conrail Bill and the 

Second Circuit Court decision, the 1984 test for "affected party" was deemed 

too restrictive by the ICC. The ICC, therefore, dropped the requirement that, 

in order to demonstrate that the complainant is an affected party, it must: 1) 

Establish that it will be harmed by the contract; and 2) Show how the contract 

could actually or potentially cause injury.

Instead, the ICC defined an "affected party" as one which is an actual 

or potential participant in the relevant market. It eliminated the injury 

requirement for the test. Basically, a petitioning shipper, under the new interim 

rules, was required to show that it was ready, willing, and able to participate 

in those terms of the contract that it knew about via first-tier disclosure. The 

ICC required the following information to make this determination: 1) Nature 

and size of petitioners business; 2) Relevant commodities shipped/received; 3) 

Comparison of commodities, traffic patterns, and serving carriers for the 

petitioner, with those identified in the contract summary; 4) Ability to ship at 

a time generally simultaneous with the contract at issue; and 5) Other 

appropriate information.

Demonstrated Need. The demonstrated need requirement was eliminated for 

agricultural shippers, due to the extensive first-tier disclosure requirements for 

agricultural commodities contracts. It was, however, retained in the new 

interim rules for forest products, paper, non-agricultural port traffic, and other

11



commodities.

Prior Negotiation. This requirement was aimed at eliciting information that the 

shipper had in good faith attempted to negotiate a contract, similar to the One 

at issue, with the carrier. This rule, which had been in place since the inception 

of disclosure rules in 1981, was eliminated, since the ICC felt, based on 

experience, that it was unworkable.

Complaint Procedures. The procedures were modified to accommodate 

recommendations made by the AAR/NGFA. The new interim rules required only 

a skeletal complaint by day 18, instead of the full complaint. The latter was 

due by day 39, along with the case-in-chief (now due by day 35). Replies to 

the complaint/case-in-chief were due by day 46 (instead of day 40). This rule 

change was aimed at relieving the complainant's burden during the first 18 

days, before they knew specifically (through second-tier disclosure) that they 

wished to seek a similar contract for themselves.

1.7 S U S P E N S IO N  OF R U L E S  R EL A T IN G  T O  O R IG IN /D E S T IN A T lO N
IN F O R M A T IO N  FO R  A G R IC U L T U R A L  C O M M O D IT IE S

On February 5, 1987 the ICC suspended the interim rules relating to 

disclosure of origin/destination information in contract summaries for 

agricultural commodities, forest products and paper contracts. These rules had 

required specific origin and destination points to which the contract applied. 

The suspension followed a joint petition by the AAR and NGFA, which was also 

supported by shippers, that compliance with the new requirements on origin 

and destination disclosure would substantially increase the burdens of filing, 

without providing additional or useful information to shippers; went beyond the 

intent of the Conrail Act; required more information than that needed in 

publicly-filed tariffs; and contradicted the structure and purpose of Section 

10713. The ICC reinstated the prior interim rule that required sufficient 

information to allow a party to determine whether it was affected. However, 

the ICC emphasized that it would not accept use of such general phrases as
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"various points in Kansas", but would accept reference either to all points in a 

State or to a tariff. This change was effective February 5, 1987.

1.8 F IN A L  D IS C L O S U R E  RU LES

The ICC issued final rules regarding contract disclosure, effective March 

22, 1988. Some of the key provisions of the final rules and issues related to 

them include the following:

Definition of the terms "contract" and amendment". The rules retained the 

definition that an amendment is deemed to be a separate and new contract, and 

consequently all remedies against the contract are revived, and review is again 

available when an amendment is filed. Although the ICC agreed with the NGFA 

and AAR that the scope of review of amended contracts should be more limited 

than the original review, it did not attempt to define the scope of review in the 

final rules.

Time limits for filing. The ICC declined to adopt any specific time limit for filing. 

It also decided to continue permitting the retroactive filing of contracts without 

any specific time limit, since it felt that the benefits this allowed in terms of 

flexibility outweighed the potential for abuse. The ICC felt that adequate 

incentives existed on both the carrier side and the shipper side, in the form of 

benefits provided by a contract. The Commission believed that carriers would 

file promptly in their own interests, and the shippers would pressure them to 

do so.

Shipments moving prior to date of contract amendment. The ICC reversed its 

prior decision that contract amendments are outside its jurisdiction because a 

contract, once approved, is not subject to the relevant portions of the Interstate 

Commerce Act. By treating amendments as new contracts, the ICC felt it had 

the same jurisdiction over amendments as it had over new contracts. 

Consequently, the same rules concerning movements prior to the date of 

contract amendment would apply as were applicable to new contracts.
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Specific commodity. The ICC decided to continue the requirement for specific 

commodities to be listed in the contract and contract summaries, for the benefit 

of small shippers who supported this rule. Larger shippers generally tended to 

oppose it. Both AAR and NGFA had suggested some broader categorization in 

some cases (such as the term "grain"), and the use of the same description in 

the contract and the summary. The ICC rejected this viewpoint.

Shipper identity. Since the grain can be sold several times between the date 

of the contract and the date of the actual movement, making it often difficult 

to identify the name of the responsible party until after the summary is filed, the 

ICC limited the identification of the parties listed in the contract summary to 

those known at the time the contract is entered into.

Specific origins and destinations. The interim rules had originally required each 

specific origin and destination to be specified in the contract. This was felt to 

be too burdensome. In the final rules, the ICC allowed the use of tariff 

references for origin/destination information. If only tariff references were used 

in the contract, the ICC required that the summary must state, in addition to 

the tariff reference, the States in which the origins/destinations are located.

Shipper facilities. The Conrail Act mandated that shipper facilities be shown on 

the contract summary. The interim rules had required identification of each 

shipper facility used for contract origins, destinations, transit points, or other 

facilities subject to the contract. AAR and numerous shippers had objected to 

the broad sweep of this rule. The ICC accepted the KGFDA interpretation, and 

modified the rule in the final regulations to include disclosure of those locations 

(other than the origins and destinations discussed above) known at the time of 

contracting, or identified in the contract, that satisfied the volume requirements 

of the contract.

Contract duration. The interim rules were left intact. These rules were 

intended to identify the contract implementation date and the exemption

14



application date for prior shipments.

Base rates and charges. Here again, the interim rules that required identification 

of the specific base rates or charges, or identification of the specific tariff 

provisions that would apply without the contract, were left intact.

Volume. The interim rules had required the summary to show the amount of 

guaranteed percentage, if any. AAR and NGFA argued that failure of Congress 

to include this in the Conrail Bill implied acceptance by Congress of the prior 

rules that showed this in the "special features" provision. The ICC returned this 

to the "special features" provision, where only the existence of a provision has 

to be reported, but not the terms nor the amount.

Forest products and paper. The interim rules were modified, as follows: 1) The 

provision concerning optimal extension was eliminated. 2) Provisions related 

to escalation, minimum volume requirements, and movement were revised to 

show whether or not those features existed in the contract, rather than the 

precise terms and conditions. 3) The final rules adopted for agricultural 

commodities for origin and destination information, and for commodity 

descriptions, were also mandated for forest products and paper.

Port traffic (other than agricultural commodities, forest products, and paper). 
The rules for forest products and paper were also made applicable to port 

traffic, except for origin and destination information (which was less specific 

for port traffic) and car data (that was not required to be reported). For port 

traffic, the name of the port and the tariff mileage, rounded to the nearest 50 

miles, must be disclosed.

Other commodities or services not involving a port. The rules for forest 

products and paper, insofar as they relate to carrier names, contract duration, 

and rail car data, also apply to other commodities. Specific commodity 

descriptions are not required (only general descriptions); nor are data on origins
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and destinations, base rates and charges, nor special features required for other 

commodities.

Informal discovery. The interim rules required informal disclosure as a 

prerequisite to formal discovery. A potential complainant was required to 

submit informal discovery requests to a carrier prior to filing a discovery request 

at the ICC. The request to the carrier had to contain the same information as 

needed for a formal discovery before the ICC. The carrier had then to act in 

"good faith" in granting or denying discovery, and use the same standards the 

ICC would use in determining whether discovery is permitted.

Both the AAR and NGFA opposed this -- on grounds of cost and 

complexity -- and recommended that th e , informal disclosure procedure 

previously agreed to by the AAR and NGFA be implemented instead. The ICC 

agreed and, therefore, revised the interim rule to permit informal disclosure, in 

lieu of mandating informal discovery, as a prerequisite. The final rules stated 

that: 1) A petitioner may request discovery from the carrier; 2) A carrier must 
promptly grant or deny the request; 3) Agreements between carriers and 

shippers for informal discovery are permitted under these rules. This removed 

any problems with Section 1 of the Sherman Act. The revised rules also 

eliminated potential conflicts over the "good faith" of the carrier.

Injury. In the interim rules, the ICC eliminated, the "injury" test, the 

"denrionstrated need" criterion, and the prior negotiation requirement for 

contract discovery. This was in response both to the Conrail Act, that 

mandated more "liberal discovery" for agricultural commodities, and to the 

Second Circuit Court decision. However, a large number of,groups responding 

to the interim rules, including the AAR, NGFA, KGFDA, USDOT, the American 

Food Industry Association, etc., supported some sort of injury showing for 

contract discovery. The NGFA argued, and the ICC agreed, that "liberal 

discovery"; applied to the extent of discovery when granted, not to whom 

granted. The ICC, however, decided not to use the term "injury", because of 

the debate it had caused and the connotation of specific and identifiable harm. 

Instead, in the final rules, the ICC added a requirement for a petitioner
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requesting discovery, to show how it could be "affected", either actually or 

potentially, by the contract terms.

Prior negotiation. The ICC also refused to reinstate the "prior negotiation" 

requirement for discovery, on the grounds that: 1) These were impossible on 

the basis of first-tier disclosure; 2) This requirement confused the criteria for 

disclosure with factors for relief; and 3) In the WTA decision, the Court did not 

intend first-tier disclosure to be a basis for negotiations.

Non-agricuiturai commodities. Most shipping interests favored the pre-interim 

rules (i.e., the 1984 rules) that had stricter standards for discovery, including 

the injury test. The ICC felt that the revisions to the interim rules brought the 

final rules closer to the 1984 interim rules. Also, the "affected party" test was 

basically the same as the injury test. The "demonstration of need" test 

included in earlier rules for non-agricultural commodities was retained in the 

final rules. This test was eliminated in the interim and final rules for agricultural 

commodities, since almost all data, except price, are disclosed under the first- 

tier disclosure for agricultural commodities.

1.9 C O N T R A C T  D IS C L O S U R E  T IM E L IN E

As the discussion above reveals, the interpretation and implementation 

of disclosure requirements required much more time than either the 

Congressional authors of the Staggers Act or the carrier/shipper community 

originally anticipated. The time line on the page which follows marks key 

developments in the evolution of contract disclosure requirements. This 

information offers an historical framework for tracking parallel developments in 

the commercial arena.
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E V O L U T IO N  IN C O N T R A C T  D IS C L O S U R E
TIMELINE OF KEY EVENTS

OCT 14, 1980
STAQ Q ERS RA IL  ACT

JAN 4, 1983 F IN AL R U LE S  (ICC )

JAN 14, 1983
E X E M P T IO N S  OF PAPER, W OOD  

PU LP  & C H IP 8  AND PULPW O O D  
FRO M  D ISC L O SU R E  LIMITATION

OCT, 1983
CO U RT  D E C IS IO N  

WATER T R A N SP O R T  V. IC C

JUL 16, 1984 IN T E R IM  R U LE S

APR 3, 1986

IC C  P R O P O SE D  N EW  R U LE S  

ON NEW  G R A IN S  & 3 0 Y B E A N S  

BASED  ON NO FA/AAR A G R EE M EN T

OCT 21, 1986 C O N R A IL  PRIVATIZATION ACT

DEC 16, 1988 IN T E R IM  R U LE S  (ICC)

MAR 22, 1988

F IN AL R U LE S

FOR CO NTRACT  D ISC LO SU R E  (ICC )
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A p p e n d ix  B 

C o n tra c t D a ta



R ailroad  C o n tr a c t  D a ta  B a s e  F ile F o rm a t

The contract data base was created from information taken from the 

original ICC contract summaries for the period 1987 - 1990. A 

random sample was chosen (20% of the total contracts) and the 

contracts were analyzed on the basis of the fields described below.

Field Name Type Length Description Possible Responses

1 Num Text io Unique
Contract
Number

2 PRRR Text 3 Primary
Railroad

UP (Union Pacific)

3 SRR Text 6 All Secondary 
Railroads

CSXCR (Both CSX and CR 
serve as secondary railroads in 
the contract

4 Start Date Effective Date 07/04/88

5 End Date Termination
Date

07/04/89

6 Length Integer Computed 
Number - "End 
Date" - "Start 
Date"

364 (Number of days contract 
is in force)
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Field Name Type Length Description Possible Responses

7 Shipper Text 30 Shipper Name The Andersons

8 Commod Text 7 Major
Commodities
Shipped

CWSYOBT 
C = Corn 
W = Wheat 
S = Sorghum 
Y = Soybean 
0 =  Oat 
B= Barley&Rye 
T = Other

9 Serv Text 7 Services
Contracted

USMO
U = Unit Train 
S = Single Car 
M = Multiple Car 
0 =  Other

1 0 Scomm T ext 5 Shipper
Commitments

UPNVO
U = Use Private Eqpt . 
P= Percent Total 

Volume 
N = None
V =  Annual Volume 

Minimum 
0 =  Other

11 Tender Integer Minimum
Tender

306090
(Minimum Tender 30,60,!

1 2 Ccom Text 8 Carrier
Commitments

TRGSVO 
T = Tariff 
R = Refund 
G = Guaranteed Car

Supply
S = Special Contract 

Rate
V = Volume Incentive 
0  = Other
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Field Name Type Length Description Possible Responses
13 Org Text 6 Origin Type IOACST 

I = Interline 
0 =  Other 
A = All elevators on 

carrier system 
C = All elevators in 

specific states 
S = Specific country 

elevators
T = Specific transit 

elevators

14 Ost1 Text 2 Origin State 1 KS (Specific Origin States 
listed in the contract were 
captured- up to six)

15 Ost2 Text 2 Origin State 2 i»

16 Ost3 Text 2 Origin State 3 M

17 0st4 Text 2 Origin State 4 It

18 Ost5 Text 2 Origin State 5 It

19 Ost6 Text 2 Origin State 6 II

20 Dest Text 6 Destination
Type

DATSEO
D = All destination 

elevators on carrier
system

A = All export elevators 
served by carrier 

T = All transit elevators 
served by carrier 

S = Specific transit 
elevators

E = Specific export 
elevators 

0 =  Other

21 Destl Text 2 Destination KS (Specific destination states
State 1 in contract were captured - up

to six)
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Field Name Type Length Description Possible Responses

22 Dest2 Text 2 Destination 
State 2

it

23 Dest3 Text 2 Destination 
State 3

i i

24 Dest4 Text 2 Destination 
State 4

it

25 Dest5 Text 2 Destination 
State 5

ii

26 Dest6 Text 2 Destination 
State 6

it

27 Move Text 6 Movement
Type

EDOIF 
E= Export 
D = Domestic 
0 =  Other 
1= Import 
F = Feed Lot

28 Special Text 4 Special
Features

DSBOC
D= Demurrage 
S= Switching 
B= Billing 
0 =  Other 
C= Credit Terms

29 Note Note Any Extra 
Information 
Not Captured

Captured special terms or 
provisions not accounted 
previous fields

in Previous 
Fields
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SHIPPER SEGMENTATION

The following are the criteria used to group the grain firms:

I. LARGE NATIONAL/INTERNATIONAL FIRMS

A. Firm s serving all markets --There are very large grain firms that 

handle all types of grain and engage in domestic and international 

merchandising, livestock feeding, grain and food processing and 

own or lease substantial transportation equipment. There were 

only three firms in this group.

B. Large international grain firms -These firms engage in most but 

not all of the activities included in IA. They are smaller in terms 

of sales and volume of grains than the firms listed in IA.

II. REGIONAL FIRMS

These firms tend to operate on a regional rather than on a 

national and international basis and tend to specialize in the 

grains grown in the geographic area they serve.

A. Firm s controlling receiving facilities -These firms buy and receive 

grain from county elevators located within their geographic area 

and generally restrict their activities to grain merchandising. 

Some may engage in grain processing activities and few sell in 

the export markets.

B. Processing firms -The major activity of these firms is to convert 

grains into processed products such as beer, soybean meal, flour, 

etc.

C. Feeder firms -  These firms generally own or control their own 

livestock or poultry. They process raw grain into feed, principally 

for company-owned livestock or poultry.
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III. MERCHANDISING FIRMS

The major activity of these firms is to buy and sell grain and to 

earn a profit from arbitrage. Some of these firms own and 

operate grain handling facilities.

IV. BROKERS

These firms earn revenue from buying and selling grain on a 

commission basis. They usually do not take ownership or 

possession of the grain.

V. ELEVATORS

The major activities of these firms are to buy, receive, store, and 

condition grain in their own facilities and sell and ship later when 

prices increase.

A. Terminal elevators -  These firms, which typically own 

large grain storage facilities -- > 5,000,000 bushels -- 

buy grain from farmers and store, condition and ship the 

grain in unit grain trains.

B. Large country elevators -  Theise firms, which also 

typically own large grain storage facilities- ->  5,000,000 

bushels -  are owned by a combination of local firms.

C. Sm all country elevators --These firms, which own smaller 

grain storage facilities, buy grain from farmers to store 

and merchandise. This grain is often shipped out in 

multiple car rail shipments.
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I . L A R G E  N A T IO N A L /IN T E R N A T IO N A L  F IR M S

A. FIRMS SERVING ALL MARKETS

Cargill
Archer Daniels Midland (ADM) 
ConAgra

B. FIRMS WITH SMALLER SCOPE THAN 
FIRMS IN CATAGORY A

Bunge
Continental Grain 
Ferruzzi USA, Inc.
Garnac Grain Co., Inc.
Garvey Elevators Inc.
Italgrani Elevators 
Louis Dreyfus Corp.
United Grain Corp.
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A. CONTROLLING RECEIVING FACILITIES

I I .  R E G I O N A L  F I R M S

Anderson Grain Corp.
Barlett and Company 
Demeter, Inc.
Farmers Rice Milling Co. 
Harvest States Cooperatives 
Indiana Grain and Feed Assn. 
Lansing Grain Co.
Lincoln

Manitoba Pool Elevators 
MFC Services 
Mid-State Terminals 
Riceland Foods, Inc.
Scoular Grain Co.
Scroggins Grain Co.
Union Equity Inc.

29



II, R E G IO N A L  F IR M S

B. PROCESSING FIRMS

A. E. Staley 
A.G.P. Grain Co.
Acme Evans
Anheuser-Busch Companies 
Archer Daniels Midland Co. 
Arrowhead milling 
Bay State Milling 
Big V Feeds
Central Connecticut Co-op 
Central Soya 
Cereal Byproducts 
Cereal Food 
Coors
CPC International 
Facso Mills
Feed Ingredient Trading Corp. 
Frito-Lay Inc.
General Mills, Inc.
Gold Kist
Great Western Malting Co. 
Guthrie Cotton Oil Co.
Hill’s Pet Products 
Honeymead Products 
Idaho Milling
International Multifoods Corp. 
Interstate Commodities, Inc.

Jack Daniels 
Kellogg Commission Co.
Kentucky Agricultural Energy Corp. 
King Milling 
Knight Seed 
Mayfield
Mayfield Salvage 
Mennell Milling 
Miller Brewing 
Mont Eagle Mills, Inc.
Morrison Milling 
Nabisco Brands, Inc.
National Starch and Chemical
O.H. Kruse Grain and Milling 
P&S Rice Mills, Inc.
Pendleton Flour Mills, Inc. 
Pennington Enterprises 
Perdue Farms, Inc.
Purina Mills, Inc.
Quaker
Quincy Soybean 
Rahr Malting Co.
Roanoke City Mills, Inc.
Schreier Malt 
Uncle Ben’s, Inc.
Winiger White Corn
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I I .  R E G I O N A L  F I R M S

a  FEEDER FIRMS

Arizona Grain, Inc. 
Associated; Farms, Inc. 
Cuddy Farms 
Egg City 
Foxley Grain: Co.
Gold Kist
Harris Feeding
Holly Farms Foods, Inc.
McCoy Farm Service,, Inc.
McElhaney Cattle
McElrath Poultry
Mid-South Feed, Inc.
Monfort
Mumme’s

Murphy Farms,, Inc. 
Neuhoff Farms 
Peco Farms 
Poultry Growers, Inc. 
Rocco Farms,, Inc. 
Seaboard5 Farms 
Towsend5, Inc.
Tyson Foods 
Valley Grains & Eiev., Cot 
Venus Grain 
Vincente Valdez 
Zacky Farms 
Zephyr Feed!
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I I I .  M E R C H A N D I S I N G  F I R M S

Agrex, Inc.
Benson-Quinn Company 
Consolidated Grain & Barge Co. 
DeBruce Grain, Inc.
Evans Grain Company 
Good land Cooperative Equity 
Interstate Grain Corp.
Marshall Burbin Co.
Merchants Grain, Inc.
Montana Merchandising Inc. 
MWCG Export Co.
R. F. Cunningham & Co., Inc. 
Rickel, Inc.
Pies Commodities 
River/Gulf Grain Company 
Wolcott & Lincoln, Inc. 
Wright-Lorenz Grain Co., Inc.

IV. B R O K E R S

Parrish & Heimbecker, Inc 
Reynolds Brokerage Co., Inc. 
Springbrook Grain Company 
Wilbur Ellis
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V .  E L E V A T O R S

A. TERMINAL ELEVATORS

Agmax, Inc.
Agremp Waterloo Terminal Inc.
Arizona Grain, Inc.
Avon Grain Co.
Clinton Landmark, Inc.
Consolidated Grain & Barge Co.
Farmer Grain Terminal 
Foxley Grain Co.
Hyline Seven Cooperative Marketing, Inc.

B. LARGE COUNTRY ELEVATORS

Didion, Inc.
Great River Grain Corp. 
Huntting Elevator Co.
Irsik and Doll Feed SVC Co. 
Kokomo Grain Co., Inc. 
Perryton Equity Exchange 
Peterson Grain Co., Inc. 
United Purchasers
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V .  E L E V A T O R S

C. SMALL COUNTRY ELEVATORS

Adrian Equity 
Agri Mark Farmers Co-op 
American Agrivest 
Anderson & Mandle Grain Co. 
B&W Co-op, Inc.
Banner Co-op 
Beachner Grain 
Beaver Creek Co-op 
Bobb Brothers, Inc.
Bottineau Farmers Elevator 
Bruce Grain Elevator 
Buckeye Ag-Center, Inc. 
Burlington Equity Co-op 
CF Hill Grain
C.B. Constantini 
Canmar Grain 
Carlson Grain
Carroll County Grain Growers 
Central States Enterprises, Inc. 
Chaffee Lynchburg Farmers 
Colfax Farmers Elevator 
Conway Grain and Supply 
Coshocton Grain Co.
Crete Grain Company, Inc. 
Cuadill Elevator

Davidson Grain 
DeBruce Grain, Inc.
DeLong Company 
Deseret Mill and Elevators 
Dubois County Farm Bureau 
Elbing Grain 
Emporia Grain Co.
Equity Elevator & Trading Co. 
Farm Choice, Inc.
Farmer Co-op Association 
Farmer Elevator of Narrka 
Farmers Co-op Exchange 
Farmers Elevator Co.
Farmers Grain 
Fessenden Co-op Assn.
Foxhome Elevator 
Frank Bailey Grain Co., Inc.
Fred Webb, Inc.
Frenchman Valley Farmers Co-op
Fruita Co-op
Garden City CoLop
Greenly Elevator
Haddam Elevator
Hancock Elevator
Hatcher Milling
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C. SMALL COUNTRY ELEVATORS

V. E L E V A T O R S

H a w k e y e

H a w k in s  G r a in  C o .

H ig h  S p r in g s  M il l in g  

H in to n  &  C o m p a n y  

H o l la n d  G r a in  

H o u lk a  G r a in  &  F e e d  C o .  

H u d s o n  G r a in  

IH  G r a in

J a m e s  R ic h a r d s o n  

J e w e l l  G r a in  C o .

K .  S .  C r i t t e n d o n  C o .

K a n o r a d o  

K a y te e  P r o d u c t s  

K e y s to n e  F a r m  S e r v ic e s ,  In c .  

K in g f is h e r  C o - o p  E le v a t o r  A s s n .

L .  N .  B o w m a n ,  In c .

L a k e  P r e s to n  C o - o p

L a k e  R e g io n  G r a in  C o o p e r a t iv e  

L a v e r ty  E le v a to r  

L e w is  G r a in

L o g a n  C o u n t y  F a r m  E n t e r p r is e s  

L y m a n  E le v a to r

M a n s f ie ld  G r a in  E x c h a n g e ,  In c .  

M a r t  G r a in  

M c G o w a n  G r a in  

M e r c h a n t s  G r a in ,  In c .

M id w a y  C o - o p  

M id w e s t  G r a in  P r o d u c t s

M t .  V e r n o n  F a r m e r s  E x c h a n g e  

M u e l le r  G r a in  C o .

M y e r s  G r a in  

N o r t h c o te  G r a in

O ’D e l l  F a r m e r s  C o - o p  E le v a to r  C o .  

P a p in e a u  G r a in  C o .

P a r is  &  S o n s ,  In c .

P h i l l ip s b u r g  C o o p e r a t iv e  

P o t te r  C o - o p  

R e e d  G r a in  

R e in k e  G r a in  

R itz v i l le  W a r e h o u s e  C o .

R o s ly n  E le v a to r

R y d a l  G r a in  D B A  R e p u b l ic  C o u n t y

S c a n d ia  G r a in

S h a f e r  H a g g a r t

S h a w n e e

S h o w e l l  G r o w e r s

S in c la ir  E le v a to r

S m o o t

S p e l t z  E le v a to r ,  In c .

S t a r  o f  t h e  W e s t  M i l l in g  C o .

S t ic k le  

S t ir u m  G r a in  

S t o c k la n d

S t r a t f o r d  G r a in  C o m p a n y  

T o n n  G r a in  C o .

T w o  S t a t e s  E q u ity
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V. E L E V A T O R S

C. SMALL COUNTRY ELEVATORS

U n d e r w o o d  F a r m e r s  E le v a to r  

U n i te d  C o - o p  o f  B ig e lo w

W . C .  R o b e r t s o n  &  C o .

W a l la c e  C o u n t y  C o - o p  E q u ity  

W a l t o n  E le v a to r  C o .

W e l ls  G r a in  &  P e a n u t  C o . ,  In c .  

W e s t  B e n d  E le v a to r  C o .

W e s t e r n  A g

W G  T h o m p s o n  a n d  S o n s  

W h e e le r  B r o th e r s  G r a in  C o . ,  In c .  

W ilm o t  E q u ity  E le v a to r  

W o o d la n d - D a r r o w  F a r m e r s  C o - o p  

W o o d w o r t h  F a r m e r s  G r a in  

Y o d e r  G r a in
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GRAIN COMPANIES INTERVIEWED

C a r g i l l ,  In c .

O n e  C e n t r a l  P a r k  P la z a  

O m a h a ,  N E  6 8 1 0 2  

T e l :  4 0 2 - 9 7 8 - 4 0 0 0

C o n A g r a ,  In c .

1 5 6 1 5  M c G i n t y  R o a d  W e s t  

M i n n e t o n k a ,  M N  5 5 3 4 5  

T e l :  6 1 2 - 4 7 5 - 6 1 4 9

T h e  A n d e r s o n s  

1 2 0 0  D u s s e l  D r iv e  

M a u m e e ,  O H  4 3 5 3 7  

T e l :  4 1 9 - 8 9 3 - 5 0 5 0

A .  G .  P r o c e s s in g  G r a in  C o m p a n y  

1 1 7 1 7  B u r t  P la z a ,  S u i t e  2  

O m a h a ,  N E  6 8 1 5 4 - 1 5 8 1  

T e l :  4 0 2 - 4 9 6 - 7 8 0 9

J .  W .  N u t t  C o m p a n y  

1 3 3 3  N o r t h  M a in  S t r e e t  

N o r t h  L i t t le  R o c k ,  A R  7 2 1 1 5  

T e l :  5 0 1 - 3 7 6 - 0 4 3 1

E v a n s  G r a in  C o m p a n y  

1 7 0 0  E a s t  I r o n  S t r e e t  

S a l in a ,  K S  6 7 4 0 2 - 1 5 2 0  

T e l :  9 1 3 - 8 2 7 - 4 4 8 4
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GRAIN COMPANIES INTERVIEWED

A v o n  G r a in  C o m p a n y  

5 5 5 0  E a s t  A r m y  P o s t  R o a d  

C a r l is le ,  I A  5 0 0 4 7  

T e l :  5 1 5 - 2 6 6 - 4 2 1 5

B u c k e y e  A g - C e n t e r ,  In c .

1 0  R a i l r o a d  S t r e e t  

M o n t e r e y ,  IN  4 6 9 6 0  

T e l :  2 1 9 - 5 4 2 - 4 0 7 7

U n i t e d  P u r c h a s e r s  A s s o c ia t io n  

P .O .  B o x  3 8 3 8  

D e s  M o in e s ,  IA  5 0 3 2 2  

T e l :  8 0 0 - 3 4 2 - 7 0 0 5
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RAILROADS INTERVIEWED

B u r l in g t o n  N o r t h e r n  R a i l r o a d  

C o n t in e n t a l  P la z a  

1 1 1  M a in  S t r e e t  

F o r t  W o r t h ,  T X  7 6 1 0 2  

T e l :  8 1 7 - 8 7 8 - 7 4 1 5

C o n s o l id a t e d  R a il  C o r p o r a t io n  

G le n n  C e n t e r  P la z a  

P h i la d e lp h ia ,  P A  1 9 1 0 3  

T e l :  2 1 5 - 8 5 1 - 7 8 8 1

C S X  T r a n s p o r t a t io n  

5 0 0  W a t e r  S t r e e t  

J a c k s o n v i l l e ,  F L  3 2 2 0 2  

T e l :  9 0 4 - 3 6 6 - 5 8 1 0

T h e  A t c h i s o n ,  T o p e k a  &  S a n t a  F e  R a i l w a y  

C o m p a n y

4 5 1 5  K a n s a s  A v e n u e  

K a n s a s  C i t y ,  K s . 6 6 1 0 6  

T e l :  9 1 3 - 5 5 1 - 4 1 0 1

Il l in o is  C e n t r a l

2 3 3  N o r t h  M ic h ig a n  A v e n u e  

C h ic a g o ,  IL  6 0 6 0 1  

T e l :  3 1 2 - 8 1 9 - 7 8 7 4

N o r f o lk  S o u t h e r n  C o r p o r a t io n  

8  N o r t h  J e f f e r s o n  S t r e e t  

R o a n o k e ,  V A  2 4 0 4 2  

T e l :  7 0 3 - 9 8 5 - 6 7 9 4

4 0



RAILROADS INTERVIEWED

S o o  L in e

S o o  L in e  B u i ld in g  B o x - 5 3 0  

M in n e a p o l is ,  M N  5 5 4 4 0  

T e l :  6 1 2 - 3 3 7 - 8 6 3 4

U n io n  P a c i f ic  R a i l r o a d  

1 4 1 6  D o d g e  S t r e e t  

O m a h a ,  N E  6 8 1 7 9  

T e l :  4 0 2 - 2 7 1 - 2 3 2 1

C h ic a g o  a n d  N o r t h  W e s t e r n  T r a n s p o r t a t io n  

O n e  N o r t h  W e s t e r n  C e n t e r  

C h ic a g o ,  I I.  6 0 6 0 6  

T e l :  3 1 2 - 5 5 9 - 7 0 0 0

C h ic a g o ,  C e n t r a l  a n d  P a c i f ic  

1 1 1 2 8  J o h n  G a l t  B lv d .  S u i t e  5 5 5  

O m a h a ,  N E  6 8 1 3 7  

T e l :  6 0 2 - 5 9 2 - 8 0 9 0
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Appendix F 

Shipper Questionnaire



SHIPPER QUESTIONNAIRE

S H IP P E R  P R O F IL E

N a m e  a n d  A d d r e s s  o f  t h e  C o m p a n y :

I n t e r v i e w e e 's  N a m e __________________________________________

C o m p a n y  N a m e ________________________________________________

C o m p a n y  A d d r e s s _____________________________________________

T e l e p h o n e  N u m b e r ____________________________________________

1 .  W h a t  a r e  y o u r  m a jo r  l in e s  o f  b u s in e s s ?  ( c h e c k  a n s w e r )

____  E x p o r t  e le v a t o r s J o i n t  v e n t u r e s  w i t h  g r a i n  

c o o p e r a t iv e s

T e r m i n a l  e le v a t o r s ____  F e e d m i l ls

C o u n t r y  e le v a t o r s ____  G r a in  p r o c e s s in g

____  B a r g e  t e r m in a ls L iv e s t o c k  a n d  p o u l t r y  f e e d in g

M e r c h a n d is in g ____  F o o d  p r o d u c t s

B r o k e r a g e T r u c k in g

____  O t h e r s  ( s p e c i f y )

Is  p r ic e  t h e  o n ly  b a s is  f o r  m a k in g  m o d e /c a r r i e r  s e le c t io n  d e c is io n s ,  o r  d o

y o u  a ls o  u s e  o t h e r  c r i t e r ia ? ( c h e c k  a n s w e r )

Y e s ____  N o

I f  " n o " ,  w h a t  a r e  t h e s e  o t h e r  c r i t e r ia ?
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CONTRACTING PROFILE

3 .  W h o  a r e  t h e  ra i l  c a r r i e r s  w i t h  w h o m  y o u  c o n t r a c t e d  f o r  r a i l  t r a n s p o r t a t i o n  

in  1 9 8 8  a n d  1 9 8 9 ?

4 .  W h a t  d i f f e r e n c e s ,  i f  a n y ,  d o  y o u  o b s e r v e  in  t h e  c o n t r a c t i n g  p h i lo s o p h y  a n d  

p r a c t ic e s  o f  e a c h  o f  t h e s e  c a r r ie r s ?

5 .  H o w  h a s  e a c h  o f  t h e  c a r r i e r s '  p h i lo s o p h ie s  c h a n g e d ,  i f  a t  a l l ,  s in c e  t h e  

c o n t r a c t  d is c lo s u r e  r u le s  f o r  g r a in  w e n t  in t o  e f f e c t  in  1 9 8 7 ?

6 . D o  y o u  o b s e r v e  a n y  r e l u c t a n c e  o n  t h e  p a r t  o f  in d iv id u a l  c a r r i e r s  t o  e n t e r  

in t o  c o n t r a c t s ?  I f  s o ,  p le a s e  l is t  t h e  c a r r ie r s .
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R a i l r o a d  N a m e :  __________________ _________________

7 .  For e a c h  o f  th e s e  re lu c ta n t ca rr ie rs , c a n  y o u  e x p la in  th e ir  re lu c ta n c e  to
e n te r  in to  c o n tra c ts ?  (s p e c ify  ra ilro ad  n a m e  an d  c h e c k  w h e re  a p p lic a b le )

•  L im i t e d  c a r  s u p p ly

•  T o  a v o id  c o n s t r a in t s  o n  p r ic e  in c r e a s e s

•  R e d u c e d  m a r g in s  o n  c o n t r a c t  m o v e s

•  D is c lo s u r e  r e q u i r e m e n t s

•  L a c k  o f  c o m p e t i t io n

•  O t h e r  ( s p e c i f y )  8

8 . W h a t  i m p a c t  h a s  c o n t r a c t in g  h a d  o n  y o u r :

a )  C o s t  o f  t r a n s p o r t a t io n ?  H a s  i t  r e s u l t e d  in  l o w e r  o r  h ig h e r  p r ic e s  f o r  ra i l  

t r a n s p o r t a t io n ?

b )  C a r  s u p p ly ?

c )  Y o u r  w i l l in g n e s s  t o  m o v e  f r e i g h t  b y  ra il?

d )  O t h e r  im p a c t s ?  ( s p e c i f y )
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9 .  O n  a n  a v e r a g e ,  h o w  m u c h  h a v e  t h e  r a i l  c o n t r a c t s  b e e n  l o w e r  t h a n  

p u b l is h e d  t a r i f f  r a t e s  d u r in g  t h e  1 9 8 5  t h r o u g h  1 9 8 9  p e r io d ,  b y  y e a r ?

Y e a r

C e n t s  p e r  B u s h e l  

B e l o w  T a r i f f  R a t e s P e r c e n t  b e l o w  T a r i f f  R a t e

1 9 8 5 ____ C ____ %

1 9 8 6 $ ____ %

1 9 8 7 ____ 0 %

1 9 8 8 ____ 0 %

1 9 8 9 0 ____ %

D o  y o u  a ls o  g e t  r e f u n d s  o n  g r a in  m o v e m e n t s  h a n d le d  u n d e r  c o n t r a c t  b y  

r a i l?

____  Y e s ____  N o

I f  t h e  a n s w e r  t o  t h e  p r e v io u s  q u e s t io n  is  y e s ,  w h a t  w a s  t h e  p e r c e n t a g e  o f  

r e f u n d s  r e c e iv e d  b y  y o u r  c o m p a n y  r e l a t i v e  t o  y o u r  t o t a l  r a i l  t r a n s p o r t a t i o n  

b ill  f o r  e a c h  o f  t h e  p a s t  f i v e  y e a r s ?

Y e a r

C e n t s  p e r  B u s h e l  

B e lo w  T a r i f f  R a t e s P e r c e n t  b e l o w  T a r i f f  R a t e

1 9 8 5 0 %

1 9 8 6 ____ 0 ____ %

1 9 8 7 0 ____ %

1 9 8 8 ____ 0 %

1 9 8 9 0 %

1 2 .  F o r  1 9 8 9 ,  w h a t  w o u l d  y o u  e s t i m a t e  w a s  t h e  p e r c e n t a g e  o f  r e f u n d s  r e l a t i v e  

t o :

T a r i f f  r a t e s ____ %

C o n t r a c t  r a t e s %
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1 3 .  H o w  d o e s  t h e  r e f u n d  m e c h a n is m  w o r k  f o r  e a c h  r a i l  c a r r i e r ?  ( s p e c i f y  

r a i l r o a d  n a m e )

R a i l r o a d  N a m e :

•  B a s is  o f  r e f u n d  c a lc u la t io n  ( c h e c k  w h e r e  a p p l ic a b le )  

- -  S ig n in g  u p  b o n u s  ______________

-  R e f u n d s  t i e d  t o  m e e t in g ;  v o lu m e  

c o m m i t m e n t

•  M i n i m u m  v o l u m e  r e q u ir e d  f o r  r e fu n d i  t o

a p p ly  ( n u m b e r  o f  t o n s )  _____

•  M e t h o d  o f  p a y m e n t  ( c h e c k  w h e r e  a p p l ic a b le )

- -  P a id  q u a r t e r l y  _____

- -  P a id  a t  c o n c lu s io n  o f  c o n t r a c t ;  _____

-  S h ip p e r  c o m p u t e s  a n d  f i l e s  f o r  r e f u n d

- -  C a r r ie r  a u t o m a t i c a l l y  p a y s , r e f u n d

•  T im e  f o r  p a y m e n t  ( n u m b e r  o f  d a y s );

- -  A v e r a g e  t i m e  f r o m  a c t u a l  m o v e m e n t  

t o  f i l in g  f o r  r e f u n d

-  A v e r a g e  t i m e  f r o m  f i l in g  o f  r e f u n d  t o  

r e c e ip t  o f  r e f u n d

•  O t h e r  i s s u e s  ( s p e c i f y )
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1 4 . H o w  do y o u  fin d  o u t a b o u t w h a t  is inc luded  in your co m p e tito rs ' rail 
tran sp orta tion  con tracts?  (Check appropria te  a n s w e r)

•  G rain  c o n tra c t sum m aries  file d  w ith  th e  IC C  ___

•  C o m p etito rs ' b ids  ____

•  D iscussions w ith  co m p etito rs  ____

*  O th er (specify )

1 5 .  H a v e  railroads b e e n  ab le  to  use co n tractin g  to  bring ab o u t:

•  Railroad operating  e ffic iencies?

____Y e s  ___  No

Explain:

•  C o n c e n tra te d  .traffic  or fe w e r  rail lines?

____ Y e s  ____No

Explain:

•  e th e r  changes., if  a n y , to  reduce rail costs?

Y es  No

S p ec ify  and exp la in :
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Railroad N am e:

•  R ailroad  operations  ___________  ___________

•  R educe co s ts  ___________  ___________

•  In c rease  vo lum e ___________

•  Im p ro v e  m argins ___________  ___________

•  O th e r (sp ec ify ) ___________  ___________

1 6 .  W h a t  ra ilro a d s  h a v e  p e rfo rm e d  b e s t in te rm s  o f  using  c o n tra c tin g  to
im p ro v e  th e  fo llo w in g ?  (s p e c ify  ra ilroad  n a m e  an d  c h e c k  w h e re  ap p lic a b le )
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1 7 .  W h a t  ra ilroads h a v e  p e rfo rm e d  w o rs t  in te rm s  o f  using  c o n tra c tin g  to
im p ro v e  th e  fo llo w in g ?  (s p e c ify  ra ilro ad  n a m e  a n d  c h e c k  w h e r e  ap p lic a b le )

R ailroad N am e:

•  Railroad operations

•  R educe costs

•  Increase  vo lum e

•  Im prove  m argins

•  O th er (specify)

1 8 . W h a t  is th e  p ercen tage  o f carloads  o f grain  handled b y  rail in  1 9 8 9 ,  by  
w h ic h  your com pan y c o n tra c te d  as:

Shipper only ___ %

R eceiver only ___ %

Both shipper and rece iver %

Broker %

O th er (specify):



1 9 . H as th e  re lationship  in d icated  in Q uestion 1 8  chan g ed  o ver th e  p as t fiv e  
years  ( 1 9 8 5  th rough  1 9 8 9 )?

___  Y e s  ___  No

If  " y e s " , p lease explain:

2 0 .  W h a t  p erce n ta g e  o f th e  rail grain con tracts  th a t  yo u  sign are for?

Less th an  3 0  days %

31  to  9 0  days %

91  to  1 8 0  days %

1 8 1  to  3 6 5  days %

M o re  th a n  1 year %
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2 1 . W h a t c o m m itm e n ts  do you  p re fer to  inc lude in a  grain  con tract?  (ch eck  
appropria te  box) 22 *

SHIPPER C O M M IT M E N T S :

U se o f p riva te  equ ip m en t

M in im u m  annual vo lum e

O th er c o m m itm e n ts  (specify ):

C ARRIER C O M M IT M E N T S :

D isco u n t ra te s  b e lo w  published ta r iffs

R efunds

G u aran teed  c a r supply

M u ltip le  car d iscounts

U n it tra in  d iscounts

Protection  aga in s t price increases

O th er (sp ec ify ):

2 2 . W h a t is th e  p erce n ta g e  o f your grain c o n tra c ts  fo r rail tran sp o rta tio n  th a t
are ren ew ed ?
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2 3 .  Do th e  c o n tra c ts  fo r rail tran sp orta tion  o f exp o rt grain d iffe r fro m  th o se  fo r  
rail tran s p o rta tio n  o f dom estic  grain?

___  Y e s  ___  No

If  " y e s " , w h a t  are th e  d ifferences?

2 4 .  W h a t  c h an g es  have you perceived  in th e  ra ilroads' w illingness  to  be  
c o m p e titiv e  in th e  grain transporta tion  business:

a) S in ce  passage o f th e  S taggers  A c t  (O c to b er 1 9 8 0 )?

b) S ince  chan g es  in th e  disclosure rules (Jan u ary  1 9 8 7 )?

2 5 .  D oes in c reased  volum e give you  su ffic ien t leverage  to  n eg o tia te  desired  
ra ilroad c o n tra c t te rm s  w ith  favo rab le  results? Explain.

2 6 .  Is th e re  an y  re lationship  b e tw e e n  th e  vo lum e you  ship and  th e  te rm s  o f th e  
c o n tra c t w ith  a  rail carrier? 27

2 7 .  For m o v e m e n ts  by rail, h o w  m any annual carloads do you  h ave  to  
g u ara n te e  a carrier before  you can g e t a c o n tra c t ra te  th a t  w ill g ive you  an  
a d v a n ta g e  o ver your com petitors?

5 3



2 8 .  D oes access to  m ore th a n  one  carrier fa c ilita te  your ab ility  to  g et:

a) C ontracts?  ____ Y e s  ___  No

Explain:

b) L o w er rates? ____ Y es  ___  No

Explain:

2 9 .  H as railroad co n tractin g  had a n y  im p a c t on railroad serv ice  to  shippers?

___  Yes ____ N o

Explain:
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3 0 .  H av e  yo u  req uested  in fo rm ally  o f a carrier th a t  you  be g ran ted  th e  sam e  
te rm s  as th o s e  conta ined  in a c o n tra c t w ith  a n o th er shipper? If  so , w h a t  
w a s  th e  outcom e?

3 1 .  H a v e  you  req uested  fo rm a lly , through  th e  IC C 's  fo rm al p ro cess , th a t  you  
be g ran ted  th e  sam e te rm s  as  tho se  conta ined  in a  c o n tra c t w ith  an o th er  
shipper? If  s o , w h a t  w a s  th e  ou tcom e?

3 2 .  W h a t  do you  see  as th e  fu tu re  role o f co n tracts  in th e  tra n s p o rta tio n  o f  
agricu ltu ra l com m o dities  by rail?

D IS C LO S U R E  PROCESS

3 3 .  W h a t  is your perception  o f h o w  th e  IC C  disclosure process w o rks?

3 4 .  W h o  do you  th in k  are th e  principal benefic iaries  o f th e  d isclosure process?
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3 5 . H o w  have  th e y  benefited?

3 6 . W h o  has th e  disclosure process d isadvantaged?

3 7 . H o w  h ave  th e y  been d isadvantaged?

3 8 . H as th e  disclosure process had any  im p a c t on h o w  grain is m arke ted ?

Y es ___  No

Explain:

3 9 . H as  th e  disclosure process had a n y  im p a c t on h o w  grain  is transported?

___  Yes No

Explain:

4 0 .  H o w  has th e  disclosure process in flu en ced  your decis ions to  tran s p o rt grain  
by rail?
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4 1 .  In  your opin ion, h o w  has th e  disclosure process in flu en ced  sp ec ific  carrier  
con trac tin g  behavior?

4 2 .  D id  you  support increased  disclosure a t th e  tim e  it w a s  being proposed in 
Congress? Do you  n o w  support it?
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IM P A C T  O F C H A N G E S  IN  C O N T R A C T  D IS C L O S U R E  R U LES

4 3 .  In  Jan u ary  1 9 8 7 ,  th e  IC C  revised th e  d isclosure rules to  increase  th e  firs t-  
tie r  disclosure fo r agricu ltura l c o m m o d ity  rail c o n tra c ts .

a) W h a t  b en efits  do yo u  see fro m  th is  increased  disclosure?

b) W h a t  d isad van tag es  do you  see  fro m  th is  increased  disclosure?

4 4 .  W h a t  im p a c t h ave  th e  additional d isclosure requ irem ents  w h ic h  w e re  
m a n d a ted  in 1 9 8 7  had on:

a) T h e  railroads' w illingness  to  e n te r in to  contracts?  Explain:

b) Y o u r w illingness to  en te r in to  con tracts?  Explain:

c) T h e  num ber o f con tracts?  T h e  vo lu m e  o f tra ff ic  m oving under con tract?  
Explain:

d) T h e  ra te  structure?  Explain:

e) T h e  ava ilab ility  o f covered  hopper cars? Explain:

f) T h e  nature  o f th e  c o n tra c ts  (origin vs . des tin atio n  con tracts)?  Explain:
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g) T h e  te rm s  a n d  co n d itio n s  inc luded  in th e  c o n tra c ts ?  Expla in :

h) T h e  duration  o f th e  contracts?  Explain:

i) T h e  co s t o f transporta tion?  H as it  resulted  in lo w e r or h igher prices fo r  
rail tran sp orta tion ?  Explain:

j) T h e  size o f c o n tra c t, in term s o f th e  m in im um  n u m b er o f cars  required?  
Explain:

k) Y o u r w illin g n ess  to  m ove fre igh t by rail? Explain:
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4 5 .  H ave  th e  rail c o n tra c t d isclosure req u irem en ts  im p o sed  an y  add itional costs  
-  d irect or in d irect -  on you?

4 6 .  A n  analysis  o f th e  IC C 's  c o n tra c t d a ta  base in d ic a tes  th a t , a fte r  increasing  
rapidly fro m  1 9 8 4  to  1 9 8 7 ,  th e  num ber o f grain  c o n tra c ts  s igned by th e  
railroads leve lled  o ff  -  s tarting  a t or a b o u t th e  f irs t  q u arte r o f 1 9 8 7 ,  w h e n  
th e  n e w  disclosure ru les w e n t  in to  e ffe c t. C an  yo u  exp la in  th is  trend?

4 7 .  It  appears  th a t  th e  p ea k  m onths  fo r co m m en c in g  rail grain  c o n tra c ts  in 
recen t years  h ave  been  February and Ju ly . W h a t  is th e  reason fo r this?  
Explain:

4 8 .  Do you believe th e  c u rren t f irs t-tie r  d isclosure ru les are: (s e le c t one)

___  a . T o o  e x te n s iv e , and should be reduced

___  b. A d eq u a te

___  c . In s u ffic ie n t, and need  to  be exp an d ed

Explain:
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4 9 .  W h ic h  o f  th e  fo llo w in g  item s o f  in fo rm atio n  th a t  a re  n o w  included: in  th e  
c o n tra c t s u m m ary  (firs t-tie r d isclosure) fo r  agricultural: c o m m o d itie s  do y o u  
th in k  should  be re ta in ed , w h ic h  should  b e  e lim in a te d , w h ic h  should! b e  
changed,, an d  w h a t  a re  your reasons fo r  y o u r p o in t o f  v ie w ;

R e t  Elim Cha; R easo n

a. S p e c ific  co m m o d ity  ____

b . S h ip p er id e n tity  ____ ____ ____ _______________

c . S p e c ific :  

O rigins

D e s tin a tio n s

T ra n s it points

S h ip p e r fac ilit ie s

d. D u ratio n  o f c o n tra c t

e . Provisions fo r optim al ex ten s io n

f .  Rail car d a ta

g. L im ita tio n s  on c a rs  th a t  c a n  b e  
d ed ic a te d  to  c o n tra c ts ;

4 0 %  o f to ta l cars , by car ty p e , 
ow ned, or leased^ by carrier

4 0 %  o f carrie r-o w n ed  o r  -leased! 
cars  used on an average  over p a s t  
3  y e a rs , by  a la rg e  shipper __ _
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ih. V o lu m e :

M in im u m  a n d  a c tu a l vo lum e  

V o lu m e  break  po in ts  

M o v e m e n t ty p e

i. B ase ra te s  a n d  charg es

j .  E sca la tion  provisions

Ik. S p e c ia l fea tu res:

(Credit te rm s

T ra n s it tim e  c o m m itm e n t

D isco u n ts

S w itc h in g

(G uaranteed m in im um  %  

O ther:

SO.. T h e  c o n tra c t disclosure ru les a llo w  tran sp orta tion  serv ice  to  c o m m en c e  
p rio r ito filing or approval o f th e  c o n tra c t. Do you  agree  w ith  th is  ruling?

___  Yes  ___  No

Expla in :



5 1 . T h e  s ec o n d -tie r d isclosure ru les require th a t  a  p e titio n e r, in  o rd er to  
d iscover c o n tra c t provisions, m u s t s h o w  th a t  he (i) has s tan d ing  to  f ile  a  
c o m p la in t; and  (ii) w ill be  a ffe c te d  by th e  c o n tra c t. Is  th is  req u irem en t:  
(s e le c t one)

____ a . T o o  onerous

___  b. A d e q u a te

____ c . T o o  liberal

Explain:

5 2 .  O th er th an  tho se  ind icated  in responses to  earlier q u estions , w h a t  changes  
w o u ld  you  like to  see in th e  grain  c o n tra c t disclosure requirem ents?

T R A N S P O R T A T IO N  PROFILE

5 3 .  W h ic h  o f th e  fo llo w in g  grain transporta tion  assets  do you o w n ?

___  Barges ___  Trucks

___  Rail cars

___  O th ers  (specify)

H o w  m an y  o f th e s e  units did you  o w n  as o f 1 2 /3 1 /8 9 ?  

T y p e  _______________  ___  Units
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5 4 .  H o w  do you  d e te rm in e  annual rail tran s p o rta tio n  req u irem en ts  in s u ffic ie n t  
t im e  to  n eg o tia te  rail con tracts?

5 5 . W h a t  w a s  th e  to ta l ton n ag e  m o ved  b y  you r c o m p an y  by rail in 1 9 8 9 ,  and  
w h a t  w a s  th e  proportion  o f th is  handled  under contract?

C O M M O D IT Y A N N U A L  T O N N A G E %  U N DER  C O N T R A C T

Corn

W h e a t

S o ybean

Sorghum

Barley

O ats

O th er Grains:

T O T A L  G R A IN
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5 6 . A p p ro x im a te ly  w h a t  proportion (% ) o f your to ta l tran sp o rta tio n  fo r 1 9 8 9  
w a s  handled  b y  rail? rail/barge? truck?  tru ck /b arg e?

RAIL R A IL /B A R G E T R U C K T R U C K /B A R G E

Corn

W h e a t

S o yb ean ■

Sorghum

Barley
i

O ats

O th er Grains:

T O T A L  G R A IN
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5 7 . W a s  th e  p ercen tage  m oving  under rail c o n tra c t th e  s am e  fo r  d o m estic  and  
fo r export-bound grain?

___  Y es  ___  No

If  th e  a n s w e r is no , th e n  p lease ind icate  th e  p e rcen tag es  o f grain  m oving  
under c o n tra c t in 1 9 8 9 ,  sep ara te ly  fo r dom estic  and  e x p o rt m o v em e n ts .

%  U N D E R  C O N T R A C T

C O M M O D IT Y D O M E S T IC EXPO R T

Corn

W h e a t

Soybean

Sorghum

Barley

O ats

O th er Grains:

T O T A L  G R A IN
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A p p e n d ix  G 

C arrier Q u estio n n a ire



C A R R IE R  Q U E S T IO N N A IR E

C A R R IER  PROFILE

N a m e  and A ddress  o f th e  C om pany:

In te rv ie w e e 's  N am e  •________

C o m p an y  N am e  ______________

C o m p an y  A ddress _____________

Telep h o n e  N u m b er ______________

S T R A T E G Y  PROFILE

1 . D escribe your curren t grain m arke tin g  s tra teg y:

2 . H o w  long has th e  curren t s tra te g y  been  in e ffe c t?  Explain:

3 . Explain h o w  th a t  s tra te g y  is  sp ec ifica lly  ta ilo red  to  individual grain  
m arke ts  (e x p o rt/d o m e s tic /w h e a t/c o rn /o a ts ,e tc .):
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4 . W h a t  p e rc e n t o f to ta l grain tonnage m o ves  under con tract?  D oes th is  
p ercen tag e  v a ry  by typ e  o f grain? For th e  d o m estic  and exp o rt 
m arkets?  Explain:

5 . H o w  successfu l has your grain m arketing  s tra te g y  been?

6 . H ave  grain  vo lum es  m oving under c o n tra c t in creased  or decreased  
over th e  la s t f iv e  years?

7 . D escribe a n y  fu n d am en ta l changes or sh ifts  w h ic h  h ave  ta k e n  p lace  
in your grain  m arketing  s tra teg y  during th e  p as t f iv e  years: 8

8 . W h a t  is unique abo u t your grain m arketing  s tra teg y?  H o w  does it  
d iffe r fro m  th e  s tra teg y  o f o ther com peting  roads?
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9 . W h a t, if any  e ffe c t , has your com m erc ia l s tra te g y  had on underlying  
grain m arke ts  in yo u r region?

1 0 . W h a t has been  th e  re lationship  b e tw e e n  rail ra te  leve ls  and  grain  
m a rke t prices in yo u r serv ice  te rrito ry  fo r th e  p as t f iv e  years? H o w  
successfu l h ave  yo u  been  in capturing  grain  m a rk e t price increases?

In adjusting to  grain  m a rk e t decreases?

1 1 . W h a t extern a l fa c to rs  h ave  s ign ificantly  in flu en ced  n e w  grain  vo lum e  
over th e  p as t f iv e  years?  Explain:

C O N T R A C T  PO LIC Y

1 2 . W h a t are th e  typ ic a l te rm s  and conditions in one o f your grain  
contracts?

1 3 . Has th e  nature  o f th e  serv ice  c o n trac ts  th a t  yo u  w r ite  changed  
m ateria lly  over th e  p as t nine years?

Origin versus d es tin atio n  em phasis?

Larger versus sm aller shipper em phasis?
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1 4 . W ith  regard to  th e  current m arke tin g  s tra teg y:

W h o  is th e  ta rg e t custom er fo r c o n tra c t grain services?

Do yo u  w r ite  co n tracts  w ith  o th er grain m a rk e t p artic ip an ts  o th e r  
th a n  ta rg e t custom ers?

1 5 . W h a t  m a rk e t ob jectives  are being pursued through  contracting?

1 6 . W h a t  c o m p e titive  fac to rs  h ave  shaped yo u r c o n tra c t s tra teg y?  
Explain:

1 7 . W h a t  operating  and e ffic ien c y  im p ro vem en t ob jectives  h ave  you  
pursued through  contracting?

1 8 . H o w  have you  used con trac ts  to  c o n c en tra te  grain v o lum es  on high  
d en s ity  lines?

T o  increase  th e  use o f unit tra in  and /or m u ltip le  car operations?
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1 9 . O n an a verag e , h o w  m uch h av e  th e  rail c o n tra c ts  b een  lo w e r  th a n  
published ta r iff  ra tes  during th e  1 9 8 5  through  1 9 8 9  period , by  year?

C en ts  per Bushel P ercen t b e lo w  T a r iff
Y ear B elow  T a r if f  R ates R ate

1 9 8 5 ____C ___ %

1 9 8 6 ___ C ____ %

1 9 8 7 0 ___ %

1 9 8 8 ___ C ___ %

1 9 8 9 ____C ___ %

2 0 .  Do you  also g ran t re funds on grain  m o v em e n ts  handled under  
c o n tra c t by rail?

___  Y es  ____ IMo

2 1 . For 1 9 8 9 ,  w h a t  w o u ld  you  e s tim a te  w a s  th e  p ercen tag e  o f re funds  
re la tive  to: 22

T a r iff  ra tes ___ %

C o n trac t ra tes ___ %

2 2 . H o w  does th e  re fund  m ech an ism  w o rk?

•  Basis o f refund  ca lcu la tio n  (ch eck  w h e re  app licab le) 

Signing up bonus

R efunds tied  to  m eetin g  vo lum e c o m m itm e n t  

•  M in im u m  volum e required  fo r re fu n d  to  app ly  (num ber o f tons)
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•  M e th o d  o f p a y m e n t (ch eck  w h e re  applicable)

-  Paid q u arte rly

-  Paid a t  conclusion  o f con tract

-- S h ipper co m p u tes  and files  fo r refund  

-- C arrier a u to m a tic a lly  pays refund

•  T im e  fo r p a y m e n t (num ber o f days)

-- A ve ra g e  tim e  fro m  actual m o vem en t to  filing  fo r re fund

-  A ve ra g e  tim e  fro m  filing o f refund to  rece ip t o f refund

•  O th er issues (specify ) 23 24 *

2 3 .  W h a t  c lasses or seg m en ts  o f the  m arke t require d is tin c t and  
ind iv idualized  c o n tra c t trea tm en t?

H ave  grain and  rail c o n tra c t prices generally  m o ved  up and d o w n  
together?  O r h ave  c o n tra c t ra tes  o ffe red  shippers a hedge aga in s t rail 
ra te  increases?

2 4 . W h a t  typ e s  o f c o n tra c t guarantees and c o m m itm en ts  are you  prepared
to  m ake?
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25. What types of contract guarantees and commitments, requested by your 
shippers, are you unwilling to make?

26. Have any shippers requested, informally or through the ICC's formal 
process, that they be granted the same terms as those contained in a 
contract with another shipper? If so, what w as the outcome?

27. What is the percentage of your grain contracts for rail transportation 
that are renewed? 28

28. Do the contracts for rail transportation of export grain differ from those 
for rail transportation of domestic grain?

___  Yes ___  No

If "yes", what are the differences?

29. Is there any relationship between the volume shipped by a shipper and
the terms of the contract?



DISCLOSURE RULES

30. What effects have contract disclosure requirements had on your 
contracting practice?

On the willingness of shippers and/or receivers to enter into contracts?

31. Have disclosure rqles discouraged you from entering into contracts? If 
so, why?

32. Has the disclosure process had any impact on how grain is marketed? 
transported? If yes, explain:

33. Do you monitor contract summaries on a regular basis in order to stay 
on top of your competition?

34. Do you find the contract summary data helpful?
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35. What costs have resulted from compliance with Commission-mandated 
disclosure requirements?

36. What benefits have resulted from compliance with Commission- 
mandated disclosure requirements?

37. Have disclosure rules had any impact on covered hopper car 
demand/supply balances?

38. Did you support increased disclosure at the time it w as being proposed 
in Congress? Do you now support it?

39. Would your commercial strategy be different without disclosure rules? If 
so, in what ways?
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IMPACT OF CHANGES IN CONTRACT DISCLOSURE RULES

40 . In January 1987, the ICC revised the disclosure rules to increase the 
first-tier disclosure for agricultural commodity rail contracts.

a) What benefits do you see  from this increased disclosure?

b) What disadvantages do you see from this increased disclosure?

41 . What impact have the additional disclosure requirements which were 
mandated in 1987 had on:

a) Shippers' willingness to enter into contracts? Explain:

b) Your willingness to enter into contracts? Explain:

c) The number of contracts? The volume of traffic moving under 
contract? Explain:

d) The rate structure? Explain:

e) The availability of covered hopper cars? Explain:

f) The nature of the contracts (origin vs. destination contracts)? 
Explain:
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g) The terms and conditions included in the contracts? Explain:

h) The duration of the contracts? Explain:

i) The cost of transportation? Has it resulted in lower or higher prices 
for rail transportation? Explain:

j) The size of contract, in terms of the minimum number of cars 
required? Explain:

k) Your willingness to move freight by rail? Explain:

42 . What changes would you like to see in the grain contract disclosure 
requirements?

43. An analysis of the ICC's contract data base indicates that, after
increasing rapidly from 1984 to 1987, the number of grain contracts 
signed by the railroads levelled off -  starting at or about the first quarter 
of 1987, when the new disclosure rules went into effect. Can you 
explain this trend?

44. Do you believe the current first-tier disclosure rules are: (select one)

___ a. Too extensive, and should be reduced

___ b. Adequate

___ c. Insufficient, and need to be expanded

Explain:
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45 . It appears that the peak months for commencing rail' grain contracts in 
recent years have been February and July. What is the reason for this?’ 
Explain:

46 . Which of the following items of information that are now included in the 
contract summary (first-tier disclosure) for agricultural commodities do 
you think should be retained, which should be eliminated, which should 
be changed, and what are your reasons for your point o f  view:

Ret Elim Cha Reason

a. Specific commodity ___ ______  ___  ____________

b. Shipper identity ___  ___  ___  ____________

c. Specific:

Origins ___  ___  _̂_  ____________

Destinations ___  ;___ ______ _______________

Transit points ___  ___  ___  • _____

Shipper facilities _________ ______  ____________

d. Duration of contract ___  ___  ___  ____________

e. Provisions for optimal extension _________ ______ _______________

f. Rail car data ___  ___ ______ _______________

g. Limitations on cars that can be 
dedicated to contracts:

40% of total cars, by car type,
owned or leased, by carrier ___  ___ ______ _______________

40% of carrier-owned or -leased 
cars used on an average over past
3 years, by a large shipper __ ___ ______ _______________
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h. Volume:

Minimum and actual volume

Volume break points 

Movement type

i. Base rates and charges 

ij, Escalation provisions

k. Special features:

Credit terms

Transit time commitment

Discounts

'Switching

Guaranteed minimum % 

Other:
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47 . The contract disclosure rules allow transportation service to commence 
prior to filing or approval of the contract. Do you agree with this ruling?

___ Yes ■ . No

Explain:

48 . The second-tier disclosure rules require that a petitioner, in order to
discover contract provisions, must Show that he (i) has standing to file a 
complaint; and (ii) will be affected by the contract. Is this requirement: 
(select one)

___  a. Too onerous

___  b. Adequate

___  c. Too liberal

Explain:

CAR SUPPLY

49. What impact, if any have equipment shortages in 1988 /1989  had on 
contracting practices?

50. The Staggers Act restricts the commitment of more than 40% of
available equipment to contract use. How have you dealt commercially 
with this provision of the Act?

51. On what basis does your railroad allocate car supply between contract 
holders and non-contract holders? Explain:

81



FUTURE TRENDS

52. What do shippers require in contracts today that they did not require in 
1987 and prior years?

53. What new features are beginning to emerge in grain contracts?

54. What changes do you envision in your commercial strategy during the 
next five years?

In buyer/seller relations in the grain transportation market?

55. What does the future hold for grain contracting?

Do you expect an increased or decreased volume of grain moved under 
contract?
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APPENDIX H

COMMERCIAL STRATEGY DEVELOPMENT 

OF SPECIFIC CARRIERS



H.1 UNION PACIFIC RAILROAD COMMERCIAL STRATEGY

The Union Pacific (UP) is a large grain originating railroad, second only 

to the Burlington Northern. In the 1980's, its share of the corn and soybeans 

markets increased notably (Figure H.1). However, in 1988/1989 its share of 

both the originated wheat and soybeans markets declined. The Union Pacific 

accounts for approximately 18% of the originated wheat in the U.S., 17% of 

the originated corn, and 11 % of the originated soybeans.

H .1.1 BASELINE MARKET STRATEGY

The UP serves major grain-growing regions in the high plains, including 

a particularly large number of elevators in Kansas, Nebraska, and Texas. Like 

the BN, the Union Pacific provides single line access to both Gulf Coast and to 

Pacific Northwest ports. In addition, it serves local elevators, numerous grain

Figure H.1

UNION PACIFIC RAILROAD
RAIL MARKET SHARE 

(B ased on Rail Originated Tons)

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4  
I 82 I 83 I 84 I 85 I 86 I 87 I 88 I 89 I

— —  C o rn  — Wh e a t  - * -  S o y b e a n  

Source: QCS Statistics for Whole Grains
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processing plants, and feed lots throughout the plains states. Union Pacific's 

principal competitors in its market territory are the Santa Fe and the Burlington 

Northern Railroads, and to some extent, other regional grain-gathering railroads.

Approximately 60% of Union Pacific's grain tonnage moves under 

contract. This percentage varies by type of grain and by type of market 

(export, domestic). The single factor that has most significantly influenced new 

grain volume on the Union Pacific over the past five years is the growth of 

domestic chicken feed lots, most notably in the Southeast in Arkansas and in 

California.

Union Pacific's marketing strategy is to respond to the demands of 

individual shippers by designing tailored service packages. This strategy has 

evolved over the years as the business has matured.

H .1.2 CHANGES IN MARKETING PRACTICES SINCE THE STAGGERS ACT

- Like other grain railroads, the initial marketing thrust on the Union Pacific 

immediately following the passage of the Staggers Act was to lock-in shipper 

commitments with grain contracts. Contracting activity has dropped off since 

1986, after growing rapidly up to that point. The subsequent decline in grain 

contracting activity occurred as both the railroad and its shippers gained more 

experience with the contract negotiating process. The carrier increasingly, 

believes that market share gains available through contracting are minimal. 

Also, the carrier feels that the administrative burden of complying with 

Congressionally mandated disclosure requirements, particularly that associated 

with filing contract summaries, is significant. As a result, the Union Pacific has 

gradually begun to shift towards moving a greater proportion of its grain traffic 

under filed tariffs. Toward that end, it has streamlined its tariffs to make them 

more like "standard" contracts.

H .1.3 CURRENT CONTRACTING POLICY

Union Pacific's basic strategy has been to cater to the specific demands 

of its shippers and to tailor contracts to unique shipper requirements. The 

Union Pacific contracts frequently contain provisions concerning guaranteed
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rate levels for the term of the contract, minimum volumes, and/or percent of 

total volume shipped via the Union Pacific (Figure H.3). Union Pacific also 

allows discounts below published tariff levels to induce the use of efficient unit 

train movements or multiple car operations.

The Union Pacific contracts both with shippers and receivers (Figure 

H.3). As a matter of policy, it attempts to treat all customers in similar market 

circumstances equally and its contract terms minimize the effects of volume 

leverage. However, the Union Pacific does reward shipping behavior with 

discounts that translate into productivity gains on the part of the railroad. 

Union Pacific contracts tend to be renewed or renegotiated when they come to 

the end of their term and much of Union Pacific's marketing effort is involved 

in maintaining competitive and equitable terms in already established 

commercial relationships.

The Union Pacific does not use contracts to commit equipment to 

particular shippers. Moreover, no fundamental difference exists between Union 

Pacific contracts entered into for the transportation of export grain and those 

for domestic shippers. Both domestic and export contracts typically reference 

published rates as a basis for contract prices.

H.1.4 FUTURE TRENDS

The most significant trend on the Union Pacific is a shift away from 

tailored contracts to customer-designed tariff publications as the basis for 

codifying customer service agreements.

H.1.5 UNION PACIFIC ON CONTRACT DISCLOSURE

Effects of Disclosure. The Union Pacific Railroad believes that contract 

disclosure has had little impact on its contracting practices. Moreover, it has 

detected little impact on the willingness of shippers and/or receivers to enter 

into contracts, as a result of contract disclosure. Although the railroad 

monitors contract summaries at the ICC, the carrier indicated that it probably 

receives more market information by word of mouth from its customers than 

from this contract monitoring process. However, the railroad indicated that a
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Figure H.2

U N IO N  P A C IF IC  R A IL R O A D

C O N T R A C T  T E R M

366 Days or Greater 

181 to 365 Days 

61 to 180 Days 

31 to 60 Days 

1 to 30 Days 

0 Days /  Retroactive

0 50 100 150 200
#  C O N TR A C TS

WM 1987 ESZl 1988 SIS 1989

1

mmmm*
2

wusr

h _:___i_______ _______1

C O N TR A C TIN G  A C T IV IT Y
#  C on trac ts  Signed

2 0 0 1---------------------- :-------------------------------------------------------------------------------

Source: IC C  Grain C ontract Sum m aries
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Figure H.3

U N IO N  P A C IF IC  R A IL R O A D

CATEGORIES OF CONTRACT HOLDERS 
1987 Through 1989

. ,-t % Contract*

DISTRIBUTION O F CO NTRA CTS BY NUMBER  
O F CARRIERS INVOLVED IN EACH CO NTR A C T  

1987  Through 1989

2 Carriers

UP Only 
96.84%

SHIPPER COMMITMENTS
#  C O N T R A C T S

1967 1968 1969

I None fr/A Guaranteed % Volume Minimum

Source: ICC Grain C ontract Sum m aries, 1 9 8 7  to  1 9 8 9
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considerable amount of administrative effort is "wasted" in complying with 

congressionally mandated disclosure requirements. In particular, the carrier 

pointed out that the administrative burden of filing summaries is quite 

significant. This was one of the factors that has led Union Pacific to 

increasingly use tariffs and to decrease the use of contracts, though it does not 

expect contracts to disappear even over the long run.

Notvyithstanding the fact that Union Pacific is increasingly moving to 

tariffs, the position of the railroad is that increased disclosure has had virtually 

no impact either on shippers, the rail contracting procedure itself, or on the 

carrier's strategy. Moreover, the railroad sees no particular benefit to either 

large or small shippers or the railroads resulting from increased disclosure. It 

would, in fact, like to see less disclosure. It feels that the current first-tier 

disclosure rules are too extensive and administratively burdensome and should 

be reduced.

However, UP-believes that disclosure has played a role, perhaps a 

marginal one, in inhibiting the commercial initiative of both carriers and 

shippers. In general. Union Pacific feels that there is no essential rationale for 

contract disclosure as it is currently practiced.

Changes in Disclosure Requirements. Its position of opposition does not 

mean that the Union Pacific believes that current contract disclosure rules 

cannot be improved. In general, it would like, to see many of the specific 

information requirements in the disclosure rules modified. For example, the 

Union Pacific would like requirements regarding optional contract extension, 

volume breakpoints, base rates, charges, and escalation provisions to be 

eliminated, as well as disclosure requirements regarding special features, 

including credit terms, transit time commitment, discount and switching 

provisions.

H.2 ATSF COMMERCIAL STRATEGY DEVELOPMENT

During the 1980's, ATSF's share of the wheat market has hovered 

around 21%, with the notable exception of 1988 when the carrier's market 

share soared to 27%. Its shares of the corn and soybeans markets have
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H.2.1 BASELINE MARKET STRATEGY

The ATSF serves one major grain export corridor, the Great Plains states 

to the Gulf Coast. In addition, it serves a number of local grain processing 

plants and feed lots. The ATSF is the leading carrier of hard winter wheat in 

Kansas, Oklahoma, Texas, Colorado, and New Mexico. It also carries a 

significant volume of milo, soybeans, and sunflower seeds, and handles a large 

volume of corn to local feeder markets in California, Texas, and New Mexico. 

Shipments of feed grains and wheat to Mexico are becoming increasingly 

important; Since its reorganization in August 1989, the ATSF grain marketing

Figure H.4

increased from low bases to 4 %  and 5%  respectively. Figure H.4 shows the

carrier's market share performance during the 1980's.

ATSF RAIL MARKET SHARE 
(Based on Rail Originated Tons)

— Cor n Wheat Soybean

Source: QC8 Statistic* for Whol* Qraln*

group has endeavored to develop distinct marketing programs for each of the 

domestic markets it serves.

ATSF's objectives in pursuing its current grain marketing program are
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threefold: 1 ) to increase the profitability of its grain traffic; 2 ) to maintain its 

market share in export markets; and 3) to develop new (niche) domestic 

markets.

ATSF grain marketers confront several unique competitive 

circumstances. The ATSF competes for Plains states originated grain with two 

major railroads -- the BN and the UP -- both of whom offer services via both the 

Gulf and the Pacific Northwest. In niche domestic markets, the ATSF faces 

stiff competition from other modes and from alternative sources of grain 

supply.

H.2.2 CHANGES IN MARKETING PRACTICE SINCE THE STAGGERS ACT

Initially after the passage of the Staggers Act, the ATSF shifted its 

marketing emphasis strongly toward price discounted-contracts, in order to 

maintain its market share. More recently, and particularly since August 1989, 

it has shifted its commercial strategy again from principally a contract to a tariff 

format. This shift in emphasis is designed to achieve several objectives, 

including the following: 1 ) to allow underlying commodity markets to stabilize 

without perturbations in transportation cost; and 2 ) to improve the revenue 

yield of ATSF-originated grain, since tariff rates are typically higher than 

contract rates. Since transportation costs represent a significant portion of the 

delivered price of whole grains within the ATSF market, small percentage 

changes in transportation charges and/or preferred terms contained in 

confidential contracts can cause significant "perturbations" in underlying grain 

markets.

H.2.3 CURRENT CONTRACTING POLICY

The ATSF uses contracts to capitalize on unique market opportunities 

that cannot be pursued through tariffs. ATSF attempts to apply its grain 

contracting policies consistently and equally within market segments. ATSF, 

contracts with both domestic and international shippers. Market relationships 

are more complex in international markets and it believes that these market 

relationships need more careful handling through confidential contracts.
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Overall, the percent of grain moving under contract on ATSF varies between 

15% and 25% of total grain handled. This represents a substantial reduction 

from levels that prevailed in the period immediately following the Staggers Act. 

At the same time, ATSF contracts have become shorter in term (Figure H.5), 

simpler to interpret and enforce, and more standardized in their format. A 

typical ATSF grain contract includes the following provisions: either 1 a) a price 

for services set for a fixed term; or 1 b) a contract price that is typically pegged 

as a percent of a published tariff; in both cases 2 ) the shipper typically commits 

a percent of his total grain shipment; and 3) escalation provisions are specified 

for longer term contracts.

The ATSF contracts both with shippers and receivers (Figure H-6). As 

a matter of policy, it does not favor, with preferred contract terms, large 

customers over small customers. Rather it treats all customers within specific 

market segments equally. Although early ATSF contracts were designed to 

encourage efficient sixty car tenders, incentives to induce unit train tenders 

have since been included in ATSF tariffs, and the objective of inducing efficient 

operations through contracting has receded in strategic importance. Most grain 

moving via major export corridors currently moves via tariff application.

The ATSF's principal use of contracts currently is to compete for 

increased market share in specific geographical markets, where source and 

intermodal competition call for aggressive pricing. The ATSF also uses 

contracts to extend its service capabilities beyond its local rail network, both 

via multi-modal services (e.g., bulk transfer, truck rail distribution, rail/barge) 

and via inter-line movement (e.g., the St. Louis gateway haulage agreement 

with GWNR).

H.2.4 FUTURE TRENDS

The essential issue in grain merchandising remains the ability of grain 

buyers and sellers to hedge market risks. ATSF believes that grain contracts, 

at least in their current manifestation, have not effectively addressed this area 

of shipper need. Indeed, confidential contracts whose terms vary from shipper 

to shipper may actually increase market risk.
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Figure H.5
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Figure H.6

A T C H IS O N ,  T O P E K A  A N D  S A N T A  FE R A IL W A Y

Source: ilCC Grain Contract Summaries, 1987 to 1989
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The number of contracts on ATSF is expected to continue to decrease. 

However, these fewer contracts will be of longer term (rather than shorter 

term, as in the past) and will have more strategic significance. They will codify 

significant partnership relationships between carriers and shippers rather than 

short term market gains that, in many cases, cannot be competitively sustained 

either by the carrier or the shipper. Market stability, a shared basis on which 

to build long term plans and common objectives to move U.S. grains into new 

global markets, will serve as the foundation principles for future "partnership” 

contracts.

H.2.5 ATSF ON CONTRACT DISCLOSURE

Effects of Disclosure. No ATSF customer has requested, either 

informally or formally through ICC intervention, that they be granted identical 

terms to those contained in a contract with a competing shipper. Although 

commercial strategy of the ATSF would probably not have evolved differently 

in the absence of disclosure, the threat remains that disclosure may be used to 

force the revelation of information the carrier would prefer to keep confidential. 

The carrier believes that in specific instances the threat of disclosure has also 

inhibited contracting innovation and experimentation. In the words of one 

ATSF manager: "In some cases, disclosure rules keep contracting from being 

worth the trouble!"

ATSF believes that disclosure, primary or secondary, has resulted in no 

benefit either to shippers or to the carrier itself. Primary disclosure is perceived 

as an administrative nuisance, whereas secondary disclosure has actually 

resulted in the inhibition of commercial initiative. The threat of secondary 

contract disclosure has caused opportunities to be lost both to carriers and to 

shippers.

Existing disclosure rules do not protect the confidential rights of the 

contracting parties. Moreover, they have probably resulted in the reduction in 

threshold qualifications for contract participation, e.g. the size of a minimum 

shipment tender and annual volume minimum thresholds. ATSF believes that 

judicial contract control offers adequate remedies for persons, including third
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parties, who are injured by contracts. No additional remedies are necessary in 

the form of ICC oversight.

Changes in Disclosure Requirements. The ATSF strongly recommends 

that all grain contract disclosure requirements be eliminated: "A contract is a 

private agreement that is in its essence confidential." As mentioned earlier, 

ATSF believes that disclosure requirements have had no material effect in 

shaping its own commercial strategy. Its recent turn away from a contract 

format for codifying commercial agreements resulted from the carrier's 

increased marketing sophistication, rather than from any direct threat of 

contract disclosure.

H.3 C&NW'S COMMERCIAL STRATEGY DEVELOPMENT

As Figure H.7 demonstrates, C&NW's share in the corn market has 

stabilized at approximately 1 5%, after demonstrating high volatility early in the 

decade. Soybean market share has been more volatile than corn in recent 

years, and has averaged around 11 %. C&NW's share of the originated wheat 

market hovers around 2 to 3%.

Figure H.7
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H.3.1 BASELINE MARKET STRATEGY

The Chicago & Northwestern originates far more grain than it terminates. 

The principal grain commodities the carrier handles include corn and soybeans, 

which together account for fully 75% of its grain volume. The railroad serves 

a large grain originating territory, representing the marginal supply source for 

several destination markets. Historically, the C&NW has been a marginal peak 

period carrier in this service territory. During periods of grain market softness 

(e.g., the 1979 export embargo and 1981, when the domestic market 

collapsed), C&NW's grain traffic levels fell sharply. During soft markets, in the 

words of C&NW management: "The river bed spreads into Iowa" and barge 

operators become extremely cost competitive with rail direct services. .

The C&NW's market strategy is designed to build a solid market base 

with the help of a limited number of broad based gathering contracts that apply 

to all C&NW origins. This contract base is intended to protect C&NW from 

severe downside risk. C&NW contracts are designed to give grain 

merchandisers and processors the flexibility they require to source from the 

many elevators located on the C&NW. Currently 85 to 90% of the railroad's 

total grain moves under contract.

H.3.2 CURRENT CONTRACTING POLICY

The CN&W's contracting program has a strong receiver orientation. The 

principal contract holders on the carrier are multi-national grain merchandising 

companies (Figure H.9). The C&NW also contracts with grain processors and 

other receivers. This "demand pull" strategy, implemented for the first time in 

1985, appears to have improved the market position of C&NW origin elevators. 

According to the carrier's management, after some initial resistance to its 

receiver oriented strategy, most elevator operators have supported the program, 

particularly once they began to experience the beneficial results of the C&NW's 

approach to contracting.

C&NW's contracts apply both to domestic and export grains. They also 

apply to multiple gateways, transshipment points, and on-line storage and 

processing plants. Contract holders have a great deal of flexibility to apply
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Figure H.8
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Figure H.9
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contract volume commitments. In general, the following terms apply in C&NW 

contracts: 1 ) the shipper makes an annual volume commitment; 2 ) an

allowance is given below base rate levels; 3) contracts include specific penalties 

for liquidated damages if volume commitments are not made; and 4) no 

additional give backs or incentives apply.

In the past two years, the C&NW has experimented with a car guarantee 

contract that works in conjunction with the carrier's umbrella service contracts. 

These car contracts cover a small proportion of the C&NW covered hopper 

fleet. They were designed to help allocate equipment during tight markets like 

the ones that prevailed in 1988 and 1989, and to improve the yield of the 

carrier during a period of strong export demand. The car contracts guarantee 

future equipment availability to shippers who purchase them.

H.3.3 CHANGES IN MARKETING PRACTICE SINCE THE STAGGERS ACT

The C&NW was late to begin contracting. In 1981 most of its grain 

moved on multi-car tariff rates. The C&NW followed the export market down 

through 1985 when the carrier's grain contracting policy came into effect. 

With marginal refinements that policy continues to the present time.

C&NW moves most of its grain under annual umbrella contracts that 

apply from all C&NW origin elevators to on-line processing plants, to terminal 

elevators, to rail/barge transloading facilities, and to off-going junctions. In 

recent years, the railroad has offered master contracts to its two largest 

volume customers. Similar contracts, with slightly less advantageous terms, 

have been negotiated with other volume customers who are prepared to make 

somewhat lower volume commitments.

H.3.4 FUTURE TRENDS

No significant changes are expected in C&NW's current grain contracting 

strategy. In the future, 85% or so of C&NW grain will move under contract. 

Although the number of contracts may be reduced, the volume of grain moved 

under each contract will likely increase.
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H.3.5 C&NW ON CONTRACT DISCLOSURE

Effects of Disclosure. As a matter of principle, C&NW opposes contract 

disclosure. However, C&NW has never received a secondary disclosure 

request. Inquiries from shippers regarding contract terms have never gone 

beyond the stage of informal inquiry. Still, C&NW believes that secondary 

contract disclosure could be damaging and that specific price information, if it 

were made publicly available, could disrupt market relationships.

C&NW believes that, if any benefit resulted from contract disclosure, it 

was the market-stabilizing benefit resulting from restraining the actions of 

overly aggressive carriers intent on increasing market share. It feels that 

potential information benefit resulting from disclosure is minimal. The market 

itself efficiently discounts all transportation contract information in any case. 

According to C&NW: "All information finds its way into the market place within 

60 days of a contract effective date, with or without contract disclosure." 

However, since secondary disclosure has not become a commercial issue, 

disclosure compliance should remain a non-issue, as far as the carrier is 

concerned. The carrier is willing to accept contract disclosure as it exists 

today.

Changes in Disclosure Requirements. With regard to secondary 

disclosure, the C&NW believes that current rules are too liberal and that 

shippers filing complaints should prove that they can comply with contract 

requirements before gaining access to confidential contract data.

H.4 NORFOLK SOUTHERN COMMERCIAL STRATEGY DEVELOPMENT

NS gained market share from other eastern railroads in the mid-1980's. 

However, recently (since 1989) it has lost market share to CSX.

H.4.1 BASELINE MARKET STRATEGY

The Norfolk Southern serves both growing domestic processor and feed 

markets and volatile export markets in the Southeast. In recent years, the 

carrier's principal market development efforts have been targeted at the 

domestic market which includes, most importantly, grain millers and
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processors, as well as poultry feeders. In order of significance, the grains 

Norfolk Southern handles include corn, wheat and soybeans. Domestic markets 

in its service territory have been growing at a rate of 3% per year. These are 

year round receiver markets with no large seasonal peaks and valleys.

The Norfolk Southern has a strong receiver orientation. The railroad 

contracts for large portions of the grain it handles, with 90% of its grain 

moving under contract. This contract activity covers both export and domestic 

processing activity.

Norfolk Southern's objectives in contracting for grain movements are 

threefold: 1 ) to tie up large volumes of grain received by feedmills, processors 

and exporters; 2) to price effectively against an aggressive competitor; and 3) 

to assure effective asset utilization.

H.4.2 CHANGES IN MARKETING PROCEDURES SINCE STAGGERS ACT

Norfolk Southern began to contract extensively with grain receivers in

1984. In that year, it began its current practice of signing refund agreements 

with feed mill operators. Grain contracting activity increased rapidly from that 

base and increased every year until 1987. More recently, in the past two 

years, contracting activity has leveled out. Approximately 80% to 90% of 

Norfolk Southern grains currently move under contract. These include 100%  

of export grains* which move exclusively on point-to-point contracts. A large 

proportion of grain to domestic processors and feed mills also moves under 

contract. The former contracts principally apply to 50 and 100 car unit trains 

in shipper furnished equipment. The latter contracts involve receiver refunds 

and include a broad array of potential grain suppliers. Rates that apply in these 

contracts include, principally, scale rates. However, some specific point-to- 

point prices have also been developed.

The principal shift in Norfolk Southern grain contracting policy since 

1984 involves the handling of unit trains and an emphasis on asset utilization. 

Until two years ago, Norfolk Southern was reluctant to provide unit train 

operating incentives in the domestic markets. It believed that single and 

multiple car movements allowed for more flexibility and greater overall
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H.4.3 CURRENT CONTRACTING POLICY

Norfolk Southern uses its single car tariff scale rates as a pricing 

umbrella. Price reductions below these published "umbrella" levels are included 

in contracts. A typical contract allows a feed mill, grain processor or grain 

exporter to gather grain over a broad area served by the Norfolk Southern. 

More than 80% of Norfolk Southern's grain originates on line.

A typical Norfolk Southern grain contract includes (Figure H.11) the 

following terms: 1) shipper volume commitment of either 90% of total

shipments or specific numbers of cars moving in specified markets; 2 ) minimum 

tender amounts -- amounts almost always exceeding 15 cars and more 

frequently involving 50 and/or 100 car lots; 3) payment for shipments at tariff 

rate levels; 4) refunds at the term of the contract if all contract provisions have 

been complied with.

In its export contracts, Norfolk Southern allows for "stair-step" volume 

discounts -- as volume levels increase, greater discounts kick in at specific 

volume levels. In domestic contracts, however, the railroad does not offer 

volume incentive refunds. The same refund, for example, applies both to small 

and large volume movements to feed mills.

H.4.4 FUTURE TRENDS

Within the Norfolk Southern market, two trends in contracting are 

beginning to emerge: 1 ) service commitments with specific remedies for non

performance; and, 2 ) master contracts that include all prices, terms, and 

conditions to a specific account. The latter are beginning to be requested by 

large grain processing and grain merchandisers who want to simplify contract 

administration.

The volume of traffic moving under contract on Norfolk Southern is 

expected to continue increasing at the annual rate of 2 to 3%. Norfolk

operating efficiency. That policy has recently changed and Norfolk Southern

has begun to implement contracting incentives encouraging use of 50 and 100

car operations.
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Southern would prefer to use more railroad equipment to satisfy this growing 

market, since they have a strong.philosophical preference for railroad controlled 

vs. shipper controlled equipment. However, in order to justify this investment, 

rate levels must increase or utilization levels must improve from current levels.

H. 4.5 NORFOLK SOUTHERN ON CONTRACT DISCLOSURE

Effects of Disclosure. Disclosure has had minimal effect on Norfolk 

Southern's commercial strategy. Norfolk Southern feels that disclosure is more 

a concern to shippers than to carriers: "If customers want disclosure, fine. If 

they want to keep it secret that's fine, as well. Norfolk Southern is indifferent. 

It's more a concern to the grain customer."

Norfolk Southern maintains close scrutiny over the administrative costs 

of disclosure compliance. Grain contract administration requires, on average,

I .  5 person hours/day or approximately 20% of a person year to administer the 

disclosure programs. From the railroad's perspective, no offsetting benefits 

result from compliance with disclosure rules.

In general, Norfolk Southern perceives contract disclosure as an 

administrative burden it would prefer to avoid. The carrier has received several 

informal requests for contract disclosure, although it has never been involved 

in a formal secondary disclosure proceeding.

Changes in Disclosure Requirements. Because they serve no useful 

purpose, in the opinion of the carrier, it would prefer to see some of the 

current, primary disclosure requirements eliminated. These include the 

following: 1) Limitation on the number of cars assigned under contract; 2). 

Volume commitments; 3) Base rates and charges; and 4) All information about 

special features (e.g. credit terms, switching and transit time commitments). 

In addition, Norfolk Southern believes that the second tier disclosure rules are 

too liberal and that parties requesting secondary disclosure should be required 

to show cause.
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Figure H.10
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Figure H.11
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H.5 ILLINOIS CENTRAL COMMERCIAL STRATEGY

The IC's share of the originated corn market has declined progressively 

through the 1980's, to less than 6 %. Its participation in the soybean market 

has been more variable, and in the most recent period exceeded 8 %. As Figure 

H.12 shows, the IC's participation in wheat markets has been minimal.

Figure H.12
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H.5.1 BASELINE MARKET STRATEGY

The IC serves a diversity of grain markets. Its market strategy is 

designed to meet the needs of distinct market segments within its service 

territory. Corn is the single largest volume commodity the IC handled, followed 

by soybeans and spring wheat. Most of the domestic grain it handles is local 

to its system. A large part of its export grain, however, is received in 

interchange from the C&NW, Soo Line, and Burlington Northern.

The IC has targeted four grain market segments, and has developed
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distinct marketing programs for each. The targeted segments are the following:

1 ) the domestic poultry market -- here the principal customer focus is on 

poultry feeders located in Mississippi, Alabama and Louisiana. This market has 

been growing at 7% per year in recent years. 2) Domestic grain processors -- 

again, this market has a receiver orientation. 3) The rail/barge export market - 

the IC serves several major rail/barge transloading facilities. 4) All rail export - 

the railroad serves six major grain export elevators, located on the Gulf. Both 

its rail direct and rail/barge programs are oriented toward receivers.

The IC is directly competitive with river/truck operations for most of the 

grain it handles. The carrier also competes with CSX and Norfolk Southern in 

several markets where its distribution system overlaps with these railroads. In 

addition, 60 to 70% of the poultry feed it handles is directly competitive with 

other origination territories when destined to two regional railroads, the Mid 

South and South Rail.

H.5.2 CHANGES IN MARKETING PRACTICE SINCE THE STAGGERS ACT

The IC operates in. a particularly volatile market environment where its 

competitive position is frequently challenged by short term fluctuations in barge 

rates, competing rail rates, export demand and dislocations in the Mississippi 

River system. As a result, the IC is notably active in its rate making activities. 

For the past five years or so the IC has adjusted its published price levels 

approximately seven times per year.

The basic marketing strategy currently in place on the IC has not 

changed since 1981. At the present time, 85 to 90% of the grain the IC 

handles, moves under contract. This percentage varies, however, by market 

segment: 1) the poultry market is principally oriented to tariffs. This 

orientation, however, is recent (since April 1989). Poultry feed grains 

previously moved under contract. 2) Grains destined to domestic processors 

located on the IC move principally under receiver oriented contracts. 3) Both 

rail/barge and rail direct export grain moves under receiver oriented contracts. 

The IC negotiates separate contracts with individual shippers in each market, 

even if single customers participate in several distinct market segments.
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One trend that has emerged in recent years involves the development 

of more through rate, joint line contracts (Figure H.14). In the past, "rule 

eleven" contract movements predominated,* in which through rates were built 

as a combination of local rates. The IC's aggressive rationalization program in 

1986 and 1987 resulted in the divestiture of a number of branch lines to short 

lines who serve grain elevators. The IC includes these short lines and the 

elevators they serve in many of its contracts, on a through rate basis.

H.5.3 CURRENT CONTRACTING POLICY

The objectives the IC pursues through its grain contracting policy include 

the following: 1 ) improve the efficiency of grain gathering operations; 2 )

maximize share of available grain market; 3) attempt to smooth out highly 

seasonal grain flow peaks and valleys; and 4) lock in a reliable traffic base.

The IC tailors its contracts to the needs of customers in each of the four 

market segments that it serves. In general, the IC offers the same program to 

all shippers in comparable situations, within each segment. In this respect, 

standard contracts serve almost the same role as tariffs.

In general, the following terms apply in IC grain contracts: 1) shippers 

make volume Commitments for the term of the contracts with specific penalties 

for noncompliance; and 2 ) rates are set for the term of the contract but are 

sometimes subject to seasonal adjustment. Figure H.13 provides a profile of 

the contracts signed by the IC.

The following special conditions apply to contracts in each of the 

distinct market segments the IC serves: 1 ) for domestic processors minimum 

monthly volumes are required. The IC makes a reciprocal equipment 

commitment. Price levels are generally related to the size of the volume 

commitment the shipper is prepared to make. 2) Rail-direct export contracts 

generally are available only in private equipment. Usually, these entail 60 and 

12 0  car minimum tenders.

Rule eleven refers to shipments in which at least two of the participating carriers rate and bill the 
shipment separately.
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figure H.13
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Figure H.14
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H.5.4 FUTURE TRENDS

The trend on 1C, as in most of the rail industry, is to increasingly move 

back toward a tariff format for service pricing and service specification. The 

industry's immediate need is to improve revenue yield. In the near term, 

however,, the volume of grain the 1C moves under contract will remain at 

current levels. Most of the future grain traffic growth on the 1C will be within 

the market segments and market programs described above.

Contract features, which shippers are beginning to demand and which 

are already discussed in contract negotiations with shippers, include the 

following: 1;) railroad equipment guarantees -with specific penalties for

nomcompliamee; 2) railroad on time delivery guarantees, with penalties for 

noncompliance; 3;) interline contracts that entail single line billing and uniform 

contract provisions for the entire movement.

H.5.5 ILLINOIS CENTRAL ON CONTRACT DISCLOSURE

Effects of Disclosure. The 1C does not enthusiastically support contract 

disclosure but neither is it willing, to take a strong adversarial position against 

disclosure,. Such a position might undermine its relationship with key 

customers. The 1C believes that (contract disclosure has had ho material effect 

on the development of the carrier's own commercial strategy. It feels that 

primary disclosure is too extensive in its information requirements and that 

secondary disclosure is too (liberal opening the possibility for abuse.

Changes in .Disclosure Requirements. The 1C believes that, because of 

disclosure,, rails (compete at a disadvantage in grain transportation markets 

versus barge and truck operators -- neither of whom must comply with contract 

disclosure‘requirements- The 1C believes that no justifiablemeed exists for filing 

(contract summariesiim a prescribed format. The costs of maintaining a second 

set of contract summaries outweighs the benefit. The information contained 

;in these summaries has limited value, in any case. If primary disclosure 

'requirements remain in effect, the !IC believes that less geographical detail
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should be required. At the present time contract summaries sometimes include 

more detailed geographical specificity than do the contracts to which they 

correspond.

H-6 CHICAGO CENTRAL AND PACIFIC RAILROAD COMMERCIAL STRATEGY

The Chicago Central and Pacific accounts for only a minimal share of 

total U.S. grain. Its marketing policies and their evolution are of interest 

principally to the extent that they represent regional and short line carriers 

generally.

H .6.1 BASELINE MARKET STRATEGY

The Chicago Central and Pacific Railroad operates a single line running 

from Omaha to Chicago. At its western end, it serves the eastern portion of 

Nebraska. Through its branch lines, the railroad also serves much of the central 

portion of Iowa. The railroad moves grain from local country elevators at its 

western extremity to the Mississippi river at Dubuque for export and to Chicago 

for processing, storage, or for export through the Great Lakes. The railroad 

serves approximately 50 grain shippers, including a number of grain 

cooperatives, major food and feed processors, and international grain 

merchandisers. In important ways, the Chicago Central and Pacific is 

representative of other regional carriers who handle grain.

H.6.2 CHANGES IN MARKETING PRACTICE SINCE THE STAGGERS ACT

The Chicago Central and Pacific's (CC&P) current marketing strategy is 

to use contracts as a means of increasing its volumes and revenues. Many .of 

the carrier's contracts entail annual volume commitments from its shippers. 

Since its ownership changed a few years ago, the carrier's grain marketing 

strategy has evolved. Its management feels it has performed well in developing 

shipper tailored contracts, rather than contracts on .export movements. The 

CC&P has confined its contracting activity primarily on soybean-processing 

operations and domestic corn consumption.

The CC&P strategy is different for export than for other markets. In
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domestic markets, the CC&P handles primarily soybeans and corn. In these 

markets, approximately 15% of the carrier's traffic moves under contract. The 

export grains move almost exclusively under tariff applications to the river port 

of Dubuque.

The CC&P handled 27,000 cars of grain in 1986, and expects to handle

45,000 cars in 1990. Over that period, the grain volumes moving under 

contract have actually decreased. CC&P has consciously reduced the number 

of movements handled under contract. The reluctance on the part of the 

railroad to enter into contracts, when tariffs can serve the same function 

equally well, is based on a perception that contracts expose the carrier to 

additional litigation risks -- risks associated with disclosure and risks which may 

cause divisiveness among CC&P customers.

CC&P grain markets are volatile. Substantial cyclicality exits iri its 

export markets, and strong seasonality in its domestic markets. One of the 

objectives of the CC&P grain marketing program is to even out peaks and 

valleys.

In Iowa, both the C&NW and Union Pacific compete with CC&P. Over 

the last few years rising grain prices have allowed the CC&P to raise rates, in 

spite of continued pressure from these competitors.

H.6.3 CONTRACT POLICY

The CC&P believes that tariffs are superior to contracts. The superiority 

derives principally from the desire for equal treatment among shippers, 

particularly country elevator companies and smaller grain companies that do not 

qualify for the volume contracts which are structured into the carrier's tariff 

rates. CC&P requires minimum volume commitments in all of its contracts. 

The CC&P believes that if it is to contract at all, there must be some reciprocal 

consideration on the part of the shipper. Target customers for grain contracts 

include customers who are served by competing carriers and/or customers who 

are served only indirectly by the CC&P via a reciprocal switch or interline 

movement.

The CC&P also uses grain contracts to ensure balanced year-round
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movements. The railroad writes contracts with large domestic processors such 

as ADM and Cargill. The CC&P is acutely aware of the geographical franchise 

within which it competes with other railroads. The carrier uses contracts as a 

means to secure incremental traffic and to cement long-term customer 

relations. However, the carrier is constrained in its use of multi-car and unit 

train tenders by its physical plant. Depending on the route over the CC&P a 

twenty-five to fifty car train is the maximum that can be handled. In instances 

in which the CC&P has developed through rates with interline carriers requiring 

unit trains or multiple car tenders, the regional carrier has asked its shippers to 

assist by expanding track holding and loading capacity. Where loading capacity 

expansion has taken place, the carrier has entered into longer-term contracts.

The railroad has found that specific commodities, notably soybeans, 

require distinct and individual contract treatment. One lesson the carrier has 

learned through trial and error is to require only guarantees that are easy to 

perform and to measure. The carrier has also found that no standard contract 

approach assures commercial success. Hence, CC&P contracts may vary 

widely in their substance and format.

H.6.4 FUTURE TRENDS

Over time, rail contracts have become less attractive to the CC&P. The 

CC&P believes that the trend is toward fewer contracts and more tariffs. It is 

the opinion of the carrier that streamlining the tariff filing process would 

reinforce this trend.

H.6.5 THE CC&P ON CONTRACT DISCLOSURE

Effects of Disclosure. The CC&P has received informal requests for 

contract disclosure from several shippers. These disclosure requests typically 

originate when a shipper finds, from contract summaries filed with the ICC, that 

a competitive contract exists. On such occasions, shippers have asked 

informally for contract rate parity with other shippers.

The carrier believes that disclosure requirements have had a negative 

effect on the amount of grain CC&P moves under contract. The railroad is
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reluctant to enter into a contract if a tariff will do the same job. The railroad 

indicated that big shippers, in particular, are apprehensive about entering into 

contracts, because of the ability of others to discover contract terms.

The railroad attempts to monitor competitive contract summaries on a 

regular basis. Although the contract summary data is helpful, it is not as 

valuable as "listening to the grapevine." CC&P feels that compliance with the 

ICG-mandated disclosure requirements has been beneficial to. shippers overall. 

CC&P believes the grain rate structure is more equitable for shippers that it 

would have been, in the absence of disclosure, The CC&P did not support 

increased disclosure at the time ,it was being proposed in Congress, but the 

railroad does support it now. The CC&P indicates that the number of grain 

contracts that it writes has been reduced b y : approximately 80% since 

disclosure became effective.

The carrier hastened to add that the market environment for shipping 

grain has also been favorable over the past two to three years. This 

environment rather than any effects of disclosure has shaped the. strategy of 

the CC&P. The railroad does not believe that disclosure has had any effect on 

the nature of CC&P contracts, contract terms, conditions, or contract duration.

Changes in Contract Disclosure Rules. The carrier would make a few 

changes in contract disclosure requirements, (t would eliminate, as a primary 

disclosure requirement, volume breakpoints, any escalation provisions and 

comments on special contract features. In other respects, it is satisfied with 

contract disclosure as it stands.

One of the significant advantages of contracts over tariffs is the ability 

of the carrier to provide service immediately once terms have been negotiated. 

A tariff usually takes almost a month, including the time to publish and file with 

the ICC, before it can.be placed into effect, whereas a contract requires only 

about 3 days to prepare and file with the ICC. The carrier would like to have 

the process, of tariff filing streamlined so that delay between a negotiated 

agreement and the codification of a rate in a tariff can be minimized.
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